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EXPLANATION 

This  is  the  fourth  of  a  series  of  annual  reports  which  are  designed  to 
carry  forward  the  comparative  balance  sheet  of  agriculture  since  1940. 
Each  balance  sheet  is  as  of  January  1  of  its  year. 

This  is  not  a  balance  sheet  of  farm  operators,  nor  of  people  living 
on  farms,  nor  of  landlords.  Eather  it  is  a  balance  sheet  of  the  industry 
viewed  as  one  large  enterprise.  Unavoidably  it  includes  certain  items, 
such  as  some  of  the  financial  assets  of  farm  people,  that  are  not  needed 
in  farming  operations.  On  the  other  hand,  however,  financial  assets 
of  some  landlords  who  do  not  live  on  farms  may  be  included.  Numer- 
ous investments  of  farmers,  like  corporate  securities  and  urban  real 
estate  for  which  no  data  are  available,  are  purposely  excluded. 

The  balance  sheet,  formulated  by  the  Bureau  of  Agricultural  Eco- 
nomics for  each  of  the  years  1940  through  1944,  was  first  issued  in 
processed  form  in  September  1944  and  was  called  The  Impact  of  the 
War  on  the  Financial  Structure  of  Agriculture.  In  August  1945  a 
printed  report  of  this  study  under  the  same  title  was  issued  as  Miscel- 
laneous Publication  No.  567  of  the  United  States  Department  of  Agri- 
culture. In  that  report  the  nature  and  significance  of  the  financial 
structure  of  agriculture  were  analyzed,  and  the  meaning,  use,  and  limi- 
tations of  the  balance  sheet  and  its  individual  items  were  considered. 

As  many  of  the  considerations  in  that  publication  are  still  pertinent, 
they  may  well  be  referred  to  by  those  who  examine  the  balance  sheet  of 
agriculture  for  the  first  time.  At  present  it  is  enough  merely  to  remind 
the  reader  that  in  a  country  so  vast  and  diversified  as  ours,  financial 
changes  are  never  entirely  uniform,  either  for  the  geographic  areas  or 
for  individuals,  so  that  even  when  the  balance  sheet  accurately  reflects 
the  aggregate,  it  does  not  reveal  the  differences  in  circumstances  that 
are  found  in  different  States  and  regions  and  among  individual 
farmers. 

The  report  for  1947  was  issued  as  United  States  Department  of 
Agriculture  Miscellaneous  Publication  642,  The  Balance  Sheet  of 
Agriculture,  1947. 


Data  relating  to  the  inventories  of  real  estate,  livestock,  crops,  machinery,  and 
household  equipment  were  prepared  under  the  direction  of  the  following  persons  : 
Real  estate— M.  M.  Regan,  A.  R.  Johnson;  livestock — A.  V.  Nordquist ;  crops— 
C.  E.  Burkhead,  T.  J.  Kuzelka,  J.  J.  Morgan,  John  F.  Marsh ;  machinery— Mar- 
garet F.  Cannon;  household  equipment— M.  Orshanskv. 
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THE  BALANCE  SHEET  IN  BRIEF 

The  assets  of  agriculture  viewed  as  a  single  industry  totaled  122  bil- 
lion dollars  on  January  1,  1948.  Physical  assets  amounted  to  100  bil- 
lion and  selected  financial  assets  owned  by  farm  people  totaled  22  bil- 
lion dollars.  The  rights  of  operators  and  landlords  in  these  assets  were 
valued  at  113  billion  dollars  while  the  claims  of  creditors  were  only  9 
billion  dollars  (table  1). 


Table  1. — Comparative  balance  sheet  of  agriculture,  United  States 

and  1947-48  1 

Jan.  . 

t,  1940 

Item 

1940 

1947 

1948 

Net  change 

1940-48 

1947-48 

ASSETS 

Physical  assets: 

Million 

dollars 

33,642 

5,133 
3,135 
2,645 
4,275 

3,900 
249 

826 

Million 

dollars 

58, 604 

2  11, 977 

2  6,  884 
2  6,  851 
2  4, 880 

15,  100 
2  4,  468 
2  1,  635 

Million 

dollars 

62, 813 

13,  451 
9,174 

8,830 
5,415 

15,  600 
4,745 
1,916 

Percent 

+87 

+162 
+193 
+234 

+27 

+300 

+1,  806 

+132 

Million 
dollars 
+29, 171 

+8,  318 
+6,  039 
+6, 185 
+1,140 

+11,  700 
+4,  496 
+1,  090 

Percent 

+7 

+12 
+33 
+29 
+11 

+3 
+6 

+17 

Million 
dollars 
+4,209 

Non-real -estate: 

+1, 474 

+2,  290 

Crops,  stored  on  and  off  farms  3 

+1,  979 
+535 

Financial  assets: 
Deposits  and  currency 

+500 
+277 

+281 

Total     _■•''_____                           -    .- 

53,  805 

2  110,399 

121,  944 

+127 

+68, 139 

+10 

+11,  545 

CLAIMS 

Liabilities: 

6,586 

1,538 

445 
1,455 

4,777 

1,955 

65 
1,500 

4,882 

2,302 

81 
1,800 

-26 

+50 

-82 
+24 

-1,704 

+764 

-364 
+345 

+2 

+18 

4-25 
+20 

+105 

Non-real-estate  debt: 
To  principal  institutions: 
Excluding  loans  held  or  guaranteed  by 

Commodity  Credit  Corporation 

Loans  held  or  guaranteed  by  Commod- 

+347 
+16 

To  others  5 

+300 

Total        .                          . 

10,  024 

8,297 

9,065 

-10 

-959 

+9 

+768 

Proprietors'  equities     - . 

43,  781 

2 102. 102 

112,  879 

+158 

+69,098 

+11 

+10,  777 

Total 

53,805  2110,399 

121,  944 

+127^+68, 139 

+10 

+11,  545 

i  The  margin  of  error  of  the  estimates  varies  with  the  items. 

2  Revised.  . 

3  Includes  all  crops  held  on  farms  and  crops  held  in  bonded  warehouses  as  security  for  Commodity  Credit 
Corporation  loans.    The  latter  on  Jan.  1,  1948  totaled  56.6  million  dollars. 

*  Estimated  valuation  for  1940  plus  purchases  minus  depreciation. 

« Tentative.    Includes  individuals,  merchants,  dealers,  and  other  miscellaneous  lenders. 
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During  1947,  total  assets  increased  from  110  billion  to  122  billion 
dollars.  Farm  real  estate  increased  in  valuation  from  59  to  63  billion 
dollars ;  other  physical  assets  from  less  than  31  to  more  than  37  billion 
dollars.  Price  changes  were  a  primary  cause  of  the  increases ;  physical 
changes  of  inventory  were  generally  small.  Financial  assets  also  in- 
creased, rising  from  a  total  of  about  21  billion  to  22  billion  dollars. 
These  financial  assets  include  currency,  bank  deposits,  United  States 
savings  bonds,  and  equities  in  cooperative  associations.  Debts  in- 
creased from  8  to  9  billion  dollars  and  the  residual  proprietary  equities 
of  farm  operators  and  landlords  increased  from  102  to  113  billion 
dollars  during  the  year. 

The  increases  in  values  of  balance-sheet  items  during  1947  for  the 
most  part  represent  a  continuation  of  the  changes  that  have  been  taking 
place  since  1940.  The  assets  of  agriculture  increased  from  54  billion 
dollars  in  1940  to  122  billion  in  1948.  This  68-billion-dollar  increase 
may  be  accounted  for  as  follows:  (1)  Inflation  of  inventory  valuations 
resulting  from  higher  prices,  48  billion;  (2)  physical  increase  in  in- 
ventories, 3  billion;  and  (3)  increase  in  financial  assets,  17  billion 
dollars.  Equities  of  operators  and  landlords  increased  from  44  billion 
dollars  in  1940  to  113  billion  in  1948.  This  69-billion-dollar  increase 
reflects  the  68-billion-dollar  increase  of  assets  plus  approximately  a 
1-billion-dollar  reduction  of  debt. 

As  a  result  of  differences  in  both  the  rate  and  the  direction  of  change 
in  the  items  composing  the  balance  sheet,  the  relative  importance  of 
the  various  items  has  shifted  somewhat  since  1940  (table  2).     Thus 

Table  2. — Balance  sheet  of  agriculture:  Percentage  distribution  of  assets  and 

claims,  19^0  and  1948 


Item 

1940 

1948 

ASSETS 

Physical  assets: 

Real  estate..     _ 

Percent 
62.5 

9.5 
5.8 
4.9 
8.0 

7.3 
.5 
1.5 

Percent 

51.5 

Non-real-estate: 

11.0 

Machinery  and  motor  vehicles 

7.5 

Drops,  stored  on  a,nrl  off  farms 

7.3 

Household  equipment - .  __. 

4.4 

Financial  assets: 

Deposits  and  currency ...        . 

12.8 

United  States  savings  bonds. 

3.9 

Investment  in  cooperatives ..    ..      

1.6 

Total 

100.0 

100.0 

CLAIMS 

Liabilities: 

Real  estate  mortgages 

12.2 

2.9 

.8 

2.7 

81.4 

4.0 

Non-real-estate  debt: 

To  principal  institutions: 

Excluding  loans  held  or  guaranteed  by  Commodity  Credit  Cor- 
poration...  

1.9 

Loans  held  or  guaranteed  by  Commodity  Credit  Corporation... 
Toothers 

.1 

1.4 

Equities 

92.6 

Total 

100.0 

100.0 

in  1940,  farm  real  estate  represented  63  percent  of  total  assets  whereas 
in  1948,  despite  the  land  boom,  it  was  only  52  percent  of  the  assets. 
In  190,  the  non-real-estate  physical  assets  were  28  percent  of  total 
assets  and  in  1948,  30  percent.  In  1940,  financial  assets  represented 
only  9  percent  of  the  total  of  the  balance  sheet,  whereas  by  1948 
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financial  assets  were  18  percent  and  were  largely  in  liquid  form.  In 
1940,  the  claims  of  creditors  were  19  percent  of  the  total  claims  on 
agriculture  and  those  of  operators  and  landlords  were  81  percent. 
By  1948  the  creditors'  claims  were  only  7  percent  and  the  proprietary 
equity  was  93  percent. 

Since  the  69-billion-dollar  increase  in  equity  rests  partly  on  what 
may  be  a  temporary  price  increase,  it  is  instructive  to  consider  a 
balance  sheet  from  which  all  increase  in  assets  directly  attributable 
to  price  changes  since  January  1,  1940  is  removed.  All  physical 
assets  recorded  in  table  3  are  valued  in  1940  prices  but  financial  assets 

Table  3. — Balance  sheet  of  agriculture  ivith  physical  assets  valued  at  1940  prices, 

Jan.  1, 191,0  and  1947-48 


Item 


1940 


1947 


1948 


ASSETS 

Physical  assets  (1940  prices) : 

Real  estate ' 

Non-real-estate: 

Livestock 

Machinery  and  motor  vehicles 

Crops,  stored  on  and  off  farms 

Household  equipment 2 

Financial  assets: 

Deposits  and  currency 

United  States  savings  bonds 

Investments  in  cooperatives 

Total 

CLAIMS 

Liabilities  (outstanding  amount) : 

Real  estate  mortgages 

Non-real-estate  debt: 

To  principal  institutions: 

Excluding  loans  held  or  guaranteed  by  Com- 
modity Credit  Corporation 

Loans  held  or  guaranteed  by  Commodity  Credit 

Corporation 

To  others 

Equities  (residual  balance) 

Total 


Million 
dollars 
33,642 

5,133 

3,135 
2,645 
4,275 

3,900 
249 

826 


Million 
dollars 
i  33, 642 

5,162 
4,333 
2,528 
4,880 

15, 100 

4,468 
1,635 


Million 
dollars 
i  33,  642 

4,936 
5,002 
2,704 
5,415 

15,  600 
4,745 
1,916 


53,  805 


71,  7< 


73,  960 


1,538 

445 

1,455 

43,  781 


1,955 

65 

1,500 

63,  451 


4,882 


2,302 

81 

1,800 

64,895 


53, 805 


71,  748 


1 1940  valuation  of  farm  land  and  buildings. 

2  Not  deflated.    Estimated  valuation  for  1940  plus  purchases  minus  depreciation. 

and  debts  remain  in  terms  of  current  outstanding  amounts.  This 
deflated  balance  sheet  shows  that  the  value  of  physical  assets  in  1940 
prices  has  increased  but  moderately  since  1940.  The  increase  in  the 
proprietary  equity  on  this  deflated  basis  was  21  billion  dollars  between 
1940  and  1948.  The  components  of  this  increase  are:  (1)  Physical 
increase  in  inventories,  3  billion;  (2)  increase  of  financial  assets,  17 
billion  dollars;  and  (3)  debt  reduction,  1  billion. 


MAJOR  SOURCES  OF  CHANGES  IN  THE  BALANCE  SHEET 

The  balance  sheet  of  agriculture  has  shown  greater  assets  and 
proprietary  equities  in  each  year  since  1940,  largely  because  farm  in- 
come has  increased.  Gross  income  from  agriculture  according  to 
preliminary  data  was  34.4  billion  dollars  in  1947  as  compared  with 
28.5  billion  in  1946  and  10.2  billion  in  1940  (table  4).  The  gross 
income  for  1947  includes  30  billion  dollars  of  cash  receipts  from  the 
marketing  of  farm  products,  3.1  billion  dollars  worth  of  food  and 
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fuel  retained  on  farms  for  home  consumption,  and  1.1  billion  dollars 
of  imputed  rental  value  of  farm  houses.  All  regions  shared  the  in- 
crease in  cash  receipts.  In  addition  to  cash  receipts  from  the  market- 
ing of  farm  products,  farmers  received  payments  for  soil  conservation 
and  other  activities  of  772  million  dollars  in  1946  and  314  million  in 
1947. 

The  gross  income  was  larger  in  1947  than  in  1946  because  the  prices 
received  were  mostly  higher.  The  volume  of  production  for  market 
and  for  use  in  farm  homes  was  slightly  lower  than  the  record  attained 
in  1944  and  1946  (table  5).  The  output  of  livestock  and  related 
products  was  about  the  same  in  1947  as  in  1946,  but  was  slightly 
lower  than  in  1944  and  1945.  The  output  of  crops  in  1947  for  market 
and  for  use  in  farm  homes  was  a  little  below  the  peak  of  1946. 


Table  4. — Comparative  income 


statement  for  agriculture, 
and  1946-411 * 


United  States,  1940 


Item 

1940 

1946 

1947 

HOW  NET  INCOME  WAS  OBTAINED 

Gross  income  from  agriculture: 

Million 

dollars 
8,366 
1,254 
624 

Million 
dollars 
24, 860 
2,624 
978 

Million 
dollars 
30, 183 

Value  of  products  retained  on  farms  for  home  consumption. 

3,105 
1,100 

Total                     -  -    -------    -.  -  - - 

10,  244 

-4,  696 

+96 

28,  462 

-10,025 

-19 

34,388 

-12,110 

-980 

5,644 
+766 

18,418 
+772 

21,298 

+314 

Total  net  income  from  agriculture  and  Government 

6,410 

19,190 

21,612 

HOW  NET  INCOME  WAS  DISTRIBUTED 

1,020 

460 

293 

4,637 

2,536 

1,255 

216 

15, 183 

2,776 

Net  rent  and  Government  payments  to  landlords  not  living 
on  farms  3 ..     .    - .  ... 

1,556 

222 

17,058 

Total  net  income  from  agriculture  and  Government 

6,410 

19, 190 

21,612 

1  The  margin  of  error  of  the  estimates  varies  with  the  items.    All  data  are  preliminary. 

2  Market  value,  in  terms  of  prices  at  the  end  of  the  year,  of  the  increase  or  decrease  in  the  physical  quant  it  ies 
of  crops  on  farms  for  sale  or  of  numbers  of  livestock  whether  or  not  for  sale. 

3  After  subtraction  of  estimated  payments  for  taxes,  mortgage  interest,  and  other  expenses  paid  by  such 
landlords. 


Table  5. — Volume  of  agricultural  production  for  sale  and  for  consumption  in 
farm  homes,  United  States,  1939-47 

(Indexes  1935-39=100) 


Year 

All  pro- 
duction 

Crops 

Livestock 
and 

products 

Year 

All  pro- 
duction 

Crops 

Livestock 

and 
products 

1939.- 

106 
110 
113 
124 
128 

107 
107 
109 
121 
114 

106 
112 
115 
126 
137 

1944    

136 
133 
136 
134 

128 

122 

i  135 

131 

141 

1940... 

1945 

140 

1941 

1946 

137 

1942.... 

11)47  - 

137 

1943... 

2  Preliminary 
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Despite  the  near-record  physical  production  of  1947,  prices  received 
by  farmers  forged  upward.  The  index  (1909-14=100)  moved  from 
260  on  January  15,  1947  to  307  on  January  15,  1948.  This  rise  was 
due  to  the  exceptionally  strong  demand  that  developed  in  both  domes- 
tic and  foreign  markets.  Domestic  demand  was  strengthened  during 
1947  by  record  levels  of  employment  and  by  an  increase  in  disposable 
personal  income  from  158.4  billion  dollars  in  1946  to  175.3  billion 
dollars  in  1947.  Export  demand  was  reinforced  by  loans  and  other 
measures  so  that  the  value  of  United  States  exports  of  agricultural 
products,  including  military  shipments  of  food  to  foreign  civilians, 
increased  from  3.6  billion  dollars  in  1946  to  3.9  billion  dollars  in  1947. 

Although  there  was  an  increase  in  nonlabor-production  costs  and  a 
decrease  in  Government  payments,  net  income  from  agriculture  and 
Government  payments  increased  from  19.2  billion  dollars  in  1946  to 
21.6  billion  in  1947.  This  net  income  provided  wages  to  hired  labor, 
rent  to  landlords,  interest  to  creditors,  and  left  a  balance  to  operators 
for  family  labor  and  a  return  on  investment. 

Farm  operators  (both  tenants  and  owners)  alone  received  a  net 
income  of  about  17.1  billion  dollars  in  1947  as  compared  with  15.2 
billion  in  1946  and  4.6  billion  in  1940.  Their  net  income  in  1947  was 
3.7  times  that  in  1940. 

Increasingly  large  payments  of  Federal  income  taxes,  as  well  as 
minor  payments  of  State  income  taxes  for  which  data  are  unavailable, 
had  to  be  made  from  the  net  income  received  by  farm  operators.  Fed- 
eral taxes  paid  by  farm  operators  on  income  earned  in  1940  were  only 
about  15  million  dollars,  but  such  taxes  payable  on  the  1947  income  are 
estimated  at  960  million  dollars.  Payments  of  Federal  income  taxes 
now  surpass  total  real  estate  taxes  paid  by  farmers.  Operators  re- 
tained about  16  billion  dollars  from  1947  income  after  paying  taxes. 

Despite  higher  prices  and  larger  Federal  income  taxes,  net  income 
of  operators  after  taxes  would  buy  1.7  times  as  much  goods  used  in 
family  maintenance  in  1947  as  in  1940.  Moreover,  each  dollar  re- 
ceived in  1947  would  pay  as  much  debt  as  a  dollar  received  in  1940. 
This  is  the  real  explanation  of  the  farmers'  improved  position — of  his 
ability  to  live  better,  to  pay  debts,  to  accumulate  currency  and  bank 
deposits,  and  to  buy  United  States  savings  bonds.  In  other  words, 
farmers'  net  incomes  generally  have  increased  more  rapidly  than  has 
their  cost  of  living. 

But  the  peak  in  "real  income"  may  have  been  passed.  After  the 
payment  ol  Federal  income  taxes,  the  net  income  of  farm  operators 
in  1947  would  buy  6  percent  less  "family  maintenance"  than  would 
the  smaller  dollar  returns  of  1946.  If  the  usual  course  of  events  after 
a  postwar  inflation  were  followed,  agricultural  prices  would  recede 
in  relation  to  the  prices  of  goods  the  farmers  buy.  But  considering 
present  world  conditions  it  is  unwise  to  forecast  the  repetition  of  any 
given  pattern  of  price  behavior  in  the  immediate  future. 

Not  all  farms  produce  a  high  income  even  in  the  best  years.  The 
Census  of  Agriculture  shows  that  in  1944  the  total  value  of  farm 
products  sold  or  used  in  farm  households  was  less  than  $2,500  in  the 
case  of  two-thirds  of  the  farms  while  one-sixth  produced  less  than 
$400.     Only  one-eighth  of  the  farms  produced  $6,000  or  more.     In 
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1939,  89  percent  of  farms  grew  $2,500  or  less  in  worth  of  products 
and  more  than  one-third  grew  less  than  $400.  Only  2.4  percent  of 
farms  produced  products  worth  $6,000  or  more. 

Although  many  individual  operators  and  landlords  have  been  bor- 
rowing heavily  in  relation  to  their  probable  future  incomes,  in  the 
aggregate,  debt  is  lower  now  than  in  1940.  The  wave  of  foreclosures 
that  occurred  in  the  postwar  and  depression  years  of  earlier  decades 
should  not  be  repeated  on  any  such  scale  if  the  agricultural  debt  re- 
mains near  present  levels. 

Not  only  has  the  balance  sheet  of  agriculture  been  much  influenced 
by  trends  of  farm  income,  by  changes  in  the  cost  of  living,  by  increases 
in  tax  payments,  and  by  changes  in  outstanding  indebtedness,  but  it 
has  also  been  influenced  by  investments  in  farm  machinery,  house- 
hold equipment,  and  the  like,  and  in  some  parts  of  the  country,  by  a 
large-scale  transfer  of  real  estate  from  landlords  to  operators.  Con- 
sideration is  given  to  some  of  these  factors  in  later  sections. 

CHANGES  IN  SELECTED  ITEMS  OF  THE  BALANCE  SHEET  OF 
AGRICULTURE  IN  RELATION  TO  CHANGES  IN  THE  NATIONAL 
ECONOMY 

Substantial  changes  since  early  1940  in  asset  ownership  and  debts 
were  not  limited  to  agriculture.  The  economic  forces  set  in  motion  by 
the  war  affected  all  sectors  of  the  national  economy.  In  some  cases 
the  effects  were  similar  to  those  in  agriculture,  in  others  they  were  very 
different. 

Most  changes  in  the  financial  condition  of  any  part  of  the  economy 
can  be  traced  to  actual  or  potential  changes  in  income  received  by 
that  sector.  Net  income  that  is  not  used  up  in  consumption  of  non- 
durable goods  will  increase  the  quantity  of  physical  or  financial  assets, 
or  it  will  reduce  debt.  Moreover,  rising  income,  or  even  its  prospect, 
tends  to  raise  the  values  of  physical  assets  associated  with  its  produc- 
tion ;  falling  income  depresses  such  values.  Because  of  the  pervasive 
influence  of  income  on  the  financial  condition  of  the  economic  sector 
to  which  it  applies,  a  comparison  of  net  income  from  agriculture  with 
the  national  income  is  a  necessary  first  step  in  explaining  the  relative 
improvement  in  the  financial  condition  of  farmers  in  general. 

Net  income  from  agriculture  and  Government  payments  rose  from 
6.4  billion  dollars  in  1940  to  21.6  billion  in  1947.1  At  the  same  time 
national  income  rose  from  78  to  190  billion  dollars.  While  national 
income  increased  144  percent,  net  income  from  agriculture  rose  238 
percent.  In  1940  net  income  from  agriculture  amounted  to  8.2  per- 
cent of  the  national  income.  In  1947  it  had  risen  to  11.4  percent 
(table  6).  High  prices  resulting  from  increases  in  the  demand  for 
farm  products,  together  with  exceptional  production,  caused  farm 
income  not  only  to  increase  more  than  threefold  but  also  to  become 
a  larger  fraction  of  the  expanded  national  income  than  it  had  been 


1  In  this  comparison  BxVE's  estimate  of  national  income  as  well  as  its  estimate 
of  net  income  from  agriculture  is  used.  For  details,  see  The  Farm  Income 
Situation,  June-July  1947.     (Jt)  Figures  for  1947  are  preliminary. 
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before  the  war.  This  is  a  basic  reason  for  the  magnitude  of  the 
changes,  both  actual  and  relative,  in  the  farmer's  financial  condition. 
Net  income,  wherever  received,  can  be  used,  after  taxes  are  paid: 
(1)  For  consumption,  (2)  to  add  to  capital  goods,  (3)  to  pay  debts, 
or  (4)  to  accumulate  liquid  assets.  Each  of  these  uses,  with  the  par- 
tial exception  of  the  first,  will  directly  affect  the  holdings  of  property 
or  the  indebtedness  of  the  several  sectors.  Income  that  is  spent  on 
nondurable  consumption  items  does  not  directly  affect  the  property 
holdings  or  the  financial  obligations  of  the  recipients. 


Table  6. — Estimated  national  income,  net  income  from  agriculture,  and  net  income 
from  agriculture  as  percentage  of  national  income,  United  States,  1940-47 

National 
income 

Net  income  from  agriculture l 

Year 

Amount 

Percentage  of 
national 
income 

1940 

Million 
dollars 

78,  346 
95,  266 
122,  477 
151,  358 
161, 882 
163, 170 
167, 176 
190, 400 

Million 
dollars 
6,410 
9,028 
13, 000 
16, 114 
15,611 
15,817 
19, 190 
21,  612 

Percent 

8.2 

1941                          .  . -  .     .       

9.5 

1942                     

10.6 

1943  

10.6 

1944                                        .-       

9.6 

1945  .                             

9.7 

1946 

11.5 

1947 

11.4 

1  Includes  Government  payments 

The  amounts  and  proportions  of  the  expanded  incomes  that  were 
spent  for  consumer  goods  and  services  during  the  period  1940-48  are 
not  available  for  individual  sectors  of  the  economy,  but  they  have  been 
estimated  for  the  Nation  as  a  whole  (table  7).  The  volume  of  such 
expenditures  rose  rapidly  and  consistently  from  72.1  billion  dollars  in 
1940  to  164.4  billion  dollars  in  1947,  but  the  proportion  of  disposable 
income  that  was  spent  for  consumption  decreased  from  95.2  percent  in 
1940  to  75.6  percent  in  1944.  After  the  war  the  proportion  rose  again, 
but  at  93.8  percent  in  1947  it  remained  below  the  proportion  of  1940. 

Probably  the  most  important  influence  on  expenditures  for  consump- 
tion was  the  short  supply  or  the  complete  unavailability  of  many  items. 
During  the  period  in  which  they  operated,  price  controls  were  a  factor. 
So  were  consumer-credit  controls,  bond  selling,  and  debt-reduction 
campaigns,  and  the  patriotic  impulses  to  save  in  furtherance  of  the 
war.  These  factors,  operating  in  all  sectors  of  the  economy,  retarded 
the  expansion  of  expenditures  for  consumption  and  increased  the  pro- 
portion of  net  income  that  remained  for  investment  in  new  capital 
goods,  debt  payment,  or  accumulation  of  liquid  savings. 

The  amount  of  private  investment  in  new  capital  facilities  was  influ- 
enced during  this  period  by:  (1)  The  attractiveness  of  private  invest- 
ment in  such  facilities;  (2)  availability  of  capital  goods;  and  (3)  the 
extent  to  which  the  Federal  Government  provided  facilities,  such  as 
federally  constructed  manufacturing  plants,  for  private  operation. 

808618—48 2 
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Table  7. — Disposable  personal  income,  personal  consumption  expenditures,  and 
personal  consumption  expenditures  as  percentage  of  disposable  personal  in- 
come, United  States,  1940-47 


Disposable 
personal 
income 

Personal  consumption 
expenditures 

Year 

Amount 

Percentage  of 

disposable 

personal 

income 

1940                                                                            

Billion 

dollars 
75.7 
92.0 
116.2 
131.6 
146.0 
150.7 
158.4 
175.3 

Billion 
dollars 
72.1 
82.3 
90.8 
101.6 
110.4 
121.7 
143.7 
164.4 

Percent 
95.2 

1941                                                                  

89.5 

1942     

78.1 

1943 

77.2 

1944                                                                                     

75.6 

1945                                                               

80.8 

1946 

90.7 

1947 

93.8 

United  States  Department  of  Commerce,  Survey  of  Current  Business  (5). 

Earnings  of  capital  goods  in  agriculture  and  in  most  other  sectors 
rose  sharply  as  defense  and  war  expenditures  raised  prices  and  in- 
creased the  volume  that  could  be  sold  at  profitable  prices.  Despite  this 
change,  which  was  basically  favorable  to  a  high  rate  of  investment 
throughout  the  entire  period,  gross  private  domestic  investment  was 
notably  low  in  the  years  of  our  active  participation  in  the  war,  as  is 
shown  by  the  following  tabulation  of  estimates  of  the  United  States 
Department  of  Commerce: 

Year :  Billion  dollars 

1939 9.  0 

1940 13.  0 

1941 17.  0 

1942 9.  0 

1943 4.  6 

1944 5.  7 

1945 9. 1 

1946 24.  6 

1947 27.  8 

Only  in  the  defense  period  of  1940-41  and  in  the  postwar  years  of 
1946-47  did  private  investment  respond  to  the  war-stimulated  earning 
power  of  capital.  The  low  level  of  private  investment  during  the 
period  1942-45  may  be  explained  by  shortages  of  machinery,  materials, 
and  labor,  accompanied  by  priorities  and  allocations,  by  high  income 
and  excess  profits  taxes,  and  by  Government  policy  which  provided 
many  private  operators  with  manufacturing  plants  built  by  the  Fed- 
eral Government. 

Existing  data  do  not  permit  a  close  comparison  of  the  changes  in 
the  amount  of  facilities  used  in  agriculture  with  those  used  in  nonagri- 
cultural  sectors,  but  there  are  indications  that  additions  to  plant  during 
the  period  1940-47  were  proportionately  larger  in  the  nonagricultural 
sectors. 

One  indication  of  this  may  be  found  by  comparing  the  very  rough 
estimate  of  nonresidential  construction  on  farms  with  the  better  esti- 
mates of  industrial  and  public-utility  construction  (table  8).  This 
comparison  indicates  that  nonresidential  farm  construction  during  the 
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period  lagged  far  behind  industrial  and  public-utility  construction. 
The  large  volume  of  industrial  construction  implies  a  comparably 
large  installation  of  new  machinery.  It  supports  the  conclusion  that 
production  facilities  (including  both  plant  and  equipment)  increased 
considerably  more  during  the  period  1940-47  in  the  industrial  sector 
than  in  agriculture  where  the  physical  volume  of  real  estate  and  live- 
stock changed  very  little  and  machinery  was  the  only  production  facil- 
ity that  increased  substantially. 

The  general  increase  in  net  income  also  made  possible  a  reduction  in 
various  types  of  debt  at  one  time  or  another  during  the  period.  But 
the  beginning  of  the  decline  of  debt,  its  rate,  consistency,  and  culmina- 
tion, varied  among  the  sectors  of  the  economy. 

Perhaps  the  most  notable  reduction  in  debt  was  the  29-percent 
decline  in  farm-mortgage  debt  during  the  period  1940-46  (table  9). 
At  the  same  time  corporate  long-term  debt  declined  only  11  percent. 
In  both  cases  the  decline  ended  in  1946.  Equally  consistent  was  the 
decrease  in  State  and  local  government  debt  which,  however,  continued 
to  1947  and  amounted  to  17  percent  by  the  beginning  of  that  year.  In 
each  of  these  cases  high  income  or  revenue,  coming  at  a  time  when  many 
goods  and  services  were  unavailable  or  at  least  in  short  supply,  made 
possible  the  repayment  of  an  unusual  amount  of  borrowed  money. 
Moreover,  new  debts  in  these  sectors  were  held  in  check  by  similar 
factors,  and,  to  some  degree,  by  the  memory  of  excesses  during  World 
War  I. 


Table  8. — New  construction:  Nonresidential  fann,  industrial,  and  public-utility, 

United  States,  1939-47 


Year 

Nonresi- 
dential farm 

Industrial  construction 

Public- 
utility 

construc- 
tion i 

Private 

Public 

Total 

construc- 
tion 

1939 _ 

Million 

dollars 

106 

109 

129 

127 

107 

77 

75 

138 

200 

Million 

dollars 

254 

442 

801 

346 

156 

208 

642 

1,689 

1,702 

Million 

dollars 

23 

164 

1,280 

3,437 

1,668 

507 

470 

84 

25 

Million 

dollars 

277 

606 

2,081 

3,783 

1,824 

715 

1,112 

1,773 

1,727 

Million 
dollars 

683 

1940 . 

771 

1941 _.     

872 

1942 

786 

1943 

570 

1944 

725 

1945 ._     . 

827 

1946, 

1,374 

1947 .... 

2,052 

1  This  column  contains  the  least  reliable  figures  in  the  table.  But  even  assuming  a  large  margin  of  error 
in  this  series  it  serves  to  emphasize  the  relative  importance  of  industrial  and  public-utility  construction 
during  this  period. 

U.  S.  Department  of  Commerce. 

During  World  War  I,  farm-mortgage,  corporate  long-term,  and 
State  and  local  government  debt  all  increased  (table  9).  Then,  as 
now,  prices  of  farm  real  estate  rose  sharply,  and  the  prices  which 
corporations  and  State  and  local  governments  paid  for  new  facilities 
were  inflated.  However,  in  that  period  few  restraints  were  placed 
upon  buying.  Enthusiasm  for  buying  land  was  little  tempered  by  re- 
collection of  a  collapse  of  values  following  an  earlier  war.  Farmers, 
corporations,  and  State  and  local  governments  were  not  greatly  re- 
strained by  scarcities,  allocations,  and  priorities  from  making  large- 
scale  purchases  of  facilities  which  often  involved  borrowing. 
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Table  9. — Selected  types  of  debt  outstanding,  United  States,  Jan.  1,  1915-22 

and  1940-48 

WORLD  WAR  I  PERIOD 


Year 


1915 
1916 
1917 
1918 
1919 
1920 
1921 
1922 

1940 
1941 
1942 
1943 
1944 
1945 
1946 
1947 
1948 


Private 


Farm 

Corporate  i 

Noncor- 
porate 

Urban 
real 

State 
and 

Federal 

Real 

Non-real- 

Long- 

Short- 

mercial 

estate  2 

local  3 

estate 

estate 

term 

term 

Billion 

Billion 

Billion 

Billion 

Billion 

Billion 

Billion 

Billion 

dollars 

dollars 

dollars 

dollars 

dollars 

dollars 

dollars 

dollars 

5.0 

1.6 

(4) 

0) 

(<) 

(4) 

(4) 

(4) 

5.3 

1.7 

(4) 

(<) 

(*) 

(4) 

(4) 

(4) 

5.8 

2.0 

29.1 

ll.l 

(4) 

8.6 

4.4 

1.2 

6.5 

2.5 

29.7 

14.1 

(4) 

9.5 

4.7 

7.4 

7.1 

2.7 

30.2 

16.8 

(<) 

9.9 

5.0 

21.1 

8.4 

3.5 

31.0 

22.3 

(4) 

10.4 

5.2 

25.8 

10.2 

3.9 

32.6 

25.1 

(4) 

12.1 

5.9 

24.0 

10.7 

3.3 

33.8 

23.2 

(4) 

13.2 

6.5 

23.4 

WORLD  WAR  II  PERIOD 

Public 


6.6 

3.0 

44.4 

18.5 

3.0 

26.4 

16.3 

6.5 

3.3 

43.7 

18.9 

3.5 

27.3 

16.5 

6.4 

3.6 

43.6 

21.8 

4.1 

28.6 

16.3 

6.0 

3.1 

42.7 

21.7 

3.4 

28.0 

15.8 

5.4 

2.9 

41.0 

22.0 

3.2 

27.3 

14.9 

4.9 

2.8 

39.8 

22.7 

3.2 

27.2 

14.1 

4.7 

2.8 

39.5 

21.5 

3.9 

27.9 

13.7 

4.8 

3.5 

41.0 

25.8 

5.1 

33.5 

13.6 

4.9 

4.1 

(4) 

(4) 

(4) 

5  41.0 

(4) 

41.9 
45.0 
57.9 
108.2 
165.9 
230.6 
278.1 
259.1 
256.9 


1  All  classes  of  legal  indebtedness  of  corporations  except  the  deposit  and  bank-note  liability  of  banks, 
and  the  value  of  outstanding  policies  and  annuities  of  life-insurance  carriers,  minus  debt  owed  to  other 
members  of  an  affiliated  system. 

2  Data  for  noncorporate  borrowers  only. 

3  All  classes  of  legal  indebtedness  of  State  and  local  governments  minus  the  amount  of  such  securities 
held  in  sinking,  trust,  or  investment  funds.    Estimates  as  of  June  30. 

4  Unavailable. 
» Preliminary. 

Department  of  Agriculture;  Department  of  Commerce,  Survey  of  Current  Business,  (5);  Board  of 
Governors,  Federal  Reserve  System,  Banking  and  Monetary  Statistics  (1)  and  Federal  Reserve  Bulletin  (2). 

Short-term  debt  lias  followed  a  somewhat  different  pattern.  Non- 
real-estate  farm  debt,  and  short-term  corporate  and  noncorporate  com- 
mercial debt  represent  mainly  credit  used  to  finance  production  in 
various  forms  and  stages.  Each  type  of  short-term  debt  expanded 
notably  following  1939  as  the  different  sectors  of  the  economy  stepped 
up  their  activities  and  their  output,  and  as  costs  rose,  in  response  to 
increased  demand  arising  from  the  defense  program  (table  9).  Non- 
real-estate  debt  of  farmers  rose  from  3.0  billion  dollars  on  January  1, 
1940  to  3.6  billion  2  years  later.  Thereafter  until  the  end  of  the  war 
such  debt  declined.  It  stood  at  2.8  billion  dollars  on  January  1, 1946. 
Postwar  renewal  of  expansion  carried  this  debt  to  the  high  point  of 
4.1  billion  dollars  on  January  1, 1948. 

The  general  pattern  of  corporate  and  noncorporate  commercial 
short-term  borrowing  was  rather  similar  to  that  just  described  for 
farmers  (table  9).  In  all  of  these  cases  an  expansion  of  loans  was 
interrupted  by  1  to  3  years  of  decline.  Then  came  a  rapid  increase. 
In  all  cases  it  appears  that  physical  expansion  of  needed  facilities 
was  practically  completed  by  1943  and  that  the  price-controlling 
mechanisms  of  the  Federal  Government  had  stabilized  both  costs  and 
prices  received,  and  so  had  helped  to  curtail  further  expansion  of  debt. 
Then  a  decline  in  this  type  of  debt  set  in  as  high  earnings  provided 
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farmers  and  other  business  operators  with  income  more  than  enough 
to  make  current  purchases  which  were  curtailed  by  shortages  and  al- 
locations. After  the  war,  when  price  controls  were  removed  and 
labor  and  materials  became  increasingly  available  and  costly,  the  de- 
mand for  additional  credit  to  finance  operations  in  markets  hungry 
for  goods  carried  short-term  indebtedness  in  the  various  sectors  of  the 
economy  to  new  high  levels  for  this  war  and  postwar  period. 

The  interruption  in  the  growth  of  short-term  private  debt  during 
the  recent  war  years  had  no  parallel  in  World  War  I  (table  9).  At 
that  time  the  short-term  debt  of  farmers  rose  steadily  during  the  entire 
war  and  postwar  period,  until  price  deflation  was  under  way  in  1920. 
Private  nonf arm  debt  of  short  maturity  followed  a  similar  course,  de- 
clining only  after  the  postwar  boom  had  ended.  At  the  postwar  peak 
in  July  1920,  non-real-estate  debt  of  farmers  of  which  there  is  record 
was  140  percent  greater  than  in  1914,  whereas  the  percentage  increase 
from  January  1,  1940  to  January  1,  1948  in  non-real-estate  debt  was 
only  37  percent.  Nonf  arm  short-term  debt  appears  to  have  increased 
126  percent  during  the  4  years  from  January  1,  1917  to  January  1, 
1921,  as  compared  with  19  percent  during  the  5  years  from  January  1, 
1942  to  January  1, 1947. 

The  smaller  increase  in  short-term  private  debt  in  World  War  II 
had  two  main  causes.  First,  although  income  was  at  a  relatively  high 
level  in  both  war  periods,  opportunities  to  spend  it  for  either  producer 
or  consumer  goods  were  not  similar.  The  dissimilarity  seems  to  be 
due  to  differences  in  the  scope  and  effectiveness  of  price  controls  and 
to  differences  in  availability  of  goods  and  services.  The  lack  of  op- 
portunity to  spend  during  World  War  II  had  a  twofold  impact  on  the 
growth  of  private  debt.  It  cut  down  the  demand  for  new  loans  at  the 
same  time  that  it  made  available  funds  to  reduce  outstanding  debt. 
The  governmental  policy  of  making  payments  to  contractors  in  ad- 
vance of  delivery  also  tended  to  hold  short-term  private  borrowing  in 
check  during  World  War  II.  This  policy  obviously  reduced  the  need 
of  private  borrowing  to  finance  production  and  movement  of  war 
goods,  but  it  increased  Federal  borrowing  to  the  same  degree. 

Of  far  broader  scope  and  significance  than  any  change  in  debt  so  far 
described  was  the  increase  in  gross  Federal  debt.  This  rose  from  41.9 
billion  dollars  on  January  1,  1940  to  a  peak  of  279.8  billion  in  Febru- 
ary 1946,  from  which  it  declined  to  256.9  billion  dollars  on  January  1, 
1948.  By  making  possible  greatly  increased  Federal  expenditures, 
the  wartime  increase  in  Federal  debt  contributed  extensively  to  the 
rise  in  national  income,  including  net  farm  income,  and  thereby  to  a 
simultaneous  reduction  of  private  debts  and  the  debts  of  State  and  local 
governments.  Moreover,  the  expansion  in  Federal  debt,  partialty 
monetized  by  the  banking  system,2  provided  most  of  the  increase  in 
total  liquid  assets  of  this  period.  The  distribution  and  accumulation 
of  these  newly  created  bank  deposits,  currency  issues,  and  Federal  se- 
curities depended  upon  the  earning  power  that  the  various  groups  in 
the  economy  were  able  to  develop,  and  upon  the  disposition  of  their 
earnings  through  taxes,  consumption,  and  investment. 


2  Banks  increased  their  holdings  of  Government  securities  from  18.4  billion 
dollars  at  the  beginning  of  1940  to  a  peak  of  116.7  billion  dollars  in  February 
1946.  Later  these  holdings  declined.  On  January  1,  1948  they  stood  at  91.3 
billion  dollars. 
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High  farm  income  was,  therefore,  the  chief  immediate  source  of  the 
large  increase  in  liquid-asset  holdings  of  farmers.  But  the  accumula- 
tion also  reflects  deferred  replacement  and  maintenance  of  farm  and 
farm-home  facilities.  The  bulk  of  this  deferment  was  due  to  wartime 
restrictions  and  war  and  postwar  shortages  of  many  items  which  nor- 
mally would  have  been  bought  by  farmers.  Meanwhile  rising  prices 
have  severely  reduced  the  purchasing  power  of  these  accumulations. 

The  percentage  that  farmers'  holdings  of  liquid  assets 3  are  of  the 
total  holdings  of  individuals  and  businesses  increased  consistently  from 
6.3  percent  on  January  1, 1940  to  8.9  percent  on  January  1, 1948  (table 
10.)  In  general,  the  rate  of  accumulation  of  farmer-owned  liquid 
assets  was  more  nearly  like  that  of  unincorporated  businesses  than  like 
that  of  individuals  or  corporations. 

In  1946  and  in  1947,  however,  business  holdings  declined  while  those 
of  farmers  and  nonfarm  individuals  continued  to  increase.  The  de- 
cline in  corporate  holdings  was  14  percent  in  1946  and  1  percent  in  1947 ; 
the  decline  in  unincorporated  business  was  2  percent  in  1946  and  4 
percent  in  1947.  During  the  same  years  liquid-asset  holdings  of  farm- 
ers increased  8  and  4  percent  and  of  nonfarm  individuals  6  and  4 
percent.  This  shift  of  funds  from  business  firms  to  individuals  and 
farmers  was  due  in  part  to  the  large  expenditures  of  business  for 
new  facilities  and  expanded  inventories — an  exchange  of  financial  for 
physical  assets.  Such  expenditures  contributed  to  the  rise  in  dispos- 
able personal  income  from  150.7  billion  dollars  in  1945  to  158.4  billion 
in  1946  and  to  175.3  billion  dollars  in  1947.  By  so  doing,  business  ex- 
penditures promoted  a  rise  in  demand  for  farm  products  and  a  further 
increase  in  farm  income.  The  continuation  of  shortages  of  items  like 
building  materials,  automobiles,  and  farm  machinery,  retarded  the 
return  flow  of  cash  to  business  firms. 


Table  10. — Estimated  holdings  of  currency,  deposits,  and  Government  securities 
of  businesses  and  individuals,  United  States,  Jan.  1, 1940-481 


Year 

Corpora- 
tions 

Unincor- 
porated 
busi- 
nesses 

Personal 
(includ- 
ing trust 
funds) 
other 
than 
farmers 

Farmers 

Total 

Farmers' 
holdings 
as  per- 
centage 
of  total 

1940 

Billion 
dollars 
13.0 
15.0 
17.4 
27.1 
38.5 
44.6 
45.0 
38.8 
38.3 

Billion 

dollars 

6.3 

7.2 

8.4 

12.2 

17.2 

22.7 

27.8 

27.2 

26.2 

Billion 
dollars 
41.6 
43.6 
49.3 
63.9 
83.8 
107.6 
128.8 
136.6 
142.2 

Billion 

dollars 

4.1 

4.7 

5.8 

8.2 

11.4 

14.5 

18.2 

19.6 

20.3 

Billion 

dollars 

65.0 

70.5 

80.9 

111.4 

150.9 

189.4 

219.8 

222.2 

227.0 

Percent 
6  3 

1941 

6  7 

1942.. 

7  2 

1943 

7  4 

1944 

7  6 

1945 

7  7 

1946 

8  3 

1947 

8  8 

1948  » 

8  9 

i  Excludes  holdings  of  banks,  insurance  companies,  building  and  loan  associations,  nonprofit  associat  ions. 
and  Government  bodies  and  agencies. 
2  Preliminary. 

Board  of  Governors,  Federal  Reserve  System,  and  Bureau  of  Agricultural  Economics. 


Bank  deposits,  currency,  and  Federal  securities. 
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SIGNIFICANCE  OF  FINANCIAL  CHANGES  IN  AGRICULTURE  AND 
THE  NATIONAL  ECONOMY 

In  the  period  1940-47  all  records  of  physical  production  both  on  and 
off  the  farms  were  repeatedly  broken.  The  Federal  Reserve  index 
of  industrial  production  (physical  volume)  (1935-39=100)  rose  from 
a  monthly  average  of  109  in  1939  to  239  in  1943,  and  it  remained  at 
about  that  level  for  the  rest  of  the  war.  After  a  postwar  decline  to 
148  in  February  1946  this  index  rose  gradually  to  194  in  October  1947 
and  ended  the  year  at  189.  Meanwhile,  the  index  of  the  volume  of 
agricultural  production  (1935-39  —  100)  rose  from  106  in  1939  to  a 
peak  of  136  in  1944  and  has  remained  near  that  level  since. 

This  extraordinary  productive  activity  used  up  basic  resources  such 
as  crude  oil,  copper  and  iron  ore,  timber,  and  soil  fertility,  at  an  un- 
precedented rate,  but  it  made  available  huge  quantities  of  war  materials 
for  the  Nation's  use  and  the  use  of  our  allies,  besides  furnishing  goods 
to  support  a  level  of  living  that,  although  restricted  with  respect  to 
items  like  automobiles  and  gasoline,  was  higher  than  in  prewar  years. 

All  this  was  accomplished  without  making  serious  inroads  on  the 
over-all  volume  of  productive  facilities  of  the  Nation.  An  inventory 
of  physical  goods,  say  in  1945  or  in  1948,  in  agriculture  or  in  other 
prominent  sectors  of  the  economy,  would  show  that  the  volume  of 
physical  capital  was  remarkably  well  sustained  despite  the  huge 
amount  of  goods  thrown  into  the  war  effort. 

In  contrast  to  this  relative  stability  in  physical  assets,  the  financial 
assets  grew  rapidly  in  most  years  and  in  most  sectors  of  the  national 
economy.  These  assets — composed  of  bank  deposits,  currency,  and 
Federal  securities — are  a  peculiar  type  of  property  in  that  mainly 
they  represent  debt  or  are  the  product  of  the  monetization  of  debt,  and 
so  are  claims  on  the  economy  itself.  An  increase  of  such  assets  does  not 
add  to  the  wealth  or  prosperity  of  the  Nation,  except  as  under  certain 
conditions  when  business  activity  is  low,  it  may  stimulate  employment, 
production,  and  trade.  If  deposits  and  currency  increase  after  the 
Nation  has  achieved  capacity  production,  the  result  is  likely  to  be  an 
inflation  of  prices  accompanied  by  dissatisfaction  and  strife  engen- 
dered by  the  attempts  of  individuals  and  groups  to  keep  their  money 
incomes  abreast  of  the  rising  cost  of  living,  or  to  defend  their  businesses 
against  the  threat  of  rising  costs.  In  extreme  cases  economic  collapse 
could  result. 

The  growth  of  such  assets  proceeded  at  an  accelerated  rate  during 
World  War  II  long  after  the  economy  was  operating  at  full  capacity. 
The  normal  effects  of  this  growth  were  held  in  check  during  the  war 
by  price  ceilings,  allocations,  and  the  like.  But  after  these  controls 
were  removed,  inflation  of  prices  proceeded  rapidly.  Every  individual 
and  sector  was  affected  by  this  rising  tide  of  prices,  wages,  and  costs. 
Those  whose  selling  prices  advanced  faster  than  their  costs,  benefited. 
Others  who  had  relatively  fixed  receipts  or  incomes  were  hurt  by  the 
general  inflation. 

This  general  realignment  of  economic  position  was  favorable  to 
farmers — temporarily,  at  least.  The  record  of  financial  changes  re- 
vealed in  nine  annual  consolidated  balance  sheets  indicates  that,  so 
far,  agriculture  has  been  strengthened — not  weakened—by  the  infla- 
tion of  these  years.     Comparison  of  the  changes  in  agriculture  with 
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those  in  nonagricultural  sectors  of  the  national  economy  also  indicates 
that  farmers  have  improved  their  position  relative  to  other  sectors. 
During  8  years  of  inflation  the  farmers,  as  a  group,  have  managed  to 
reduce  their  debts  and  to  accumulate  financial  assets  relatively  more 
than  other  major  groups. 

The  relatively  greater  progress  made  by  farmers  in  accumulating 
financial  assets  and  in  reducing  debts  deserves  emphasis,  because  along 
with  higher  income  these  gains,  rather  than  the  increases  in  the  valu- 
ations of  farm  real  estate. and  other  physical  assets,  are  of  primary 
importance  to  the  main  body  of  farmers.  To  farm  operators — partic- 
ularly to  owner-operators — who  expect  to  continue  to  farm,  the  higher 
valuations  of  physical  assets  mean  little  except  as  they  increase  the 
borrowing  power  of  their  owners,  or  contribute  to  their  sense  of  well- 
being,  or  reflect  prospects  of  continued  high  farm  income.  These 
operators  are  not  likely  to  liquidate  more  than  a  small  part  of  their 
physical  assets  at  the  current  level  of  prices. 

Accordingly,  the  principal  gains  realized  during  this  period  were 
the  higher  incomes,  the  reduced  debts,  and  the  enlarged  holdings  of 
liquid  assets.  The  increase  in  "real"'  farm  income  has  been  notable. 
As  has  been  shown,  the  aggregate  net  income  of  farm  operators  (after 
taxes)  would  buy  about  1.7  times  as  much  "family  maintenance"  in 
1947  as  in  1940.  The  reduction  in  debt  of  about  a  billion  dollars  is 
significant  because  it  has  reduced  fixed  charges — a  fact  that  will  assume 
increasing  importance  if  farm  income  declines.  The  fivefold  increase 
in  liquid  assets,  despite  the  advance  in  prices,  provides  farmers  with 
something  like  2y2  times  the  buying  power  of  their  1940  liquid-asset 
holdings.  Moreover,  such  assets  have  the  same  debt-paying  power  per 
dollar  in  1948  as  in  1940. 

The  increased  values  of  farm  real  estate  and  other  physical  inven- 
tories are  important  chiefly  to  individuals  about  to  enter  farming  or  to 
retire  from  active  farming  operations.  To  tenant-operators  and  to 
nonoperators  who  desire  to  own  a  farm,  the  high  valuations  reported 
in  the  current  balance  sheet  may  seem  to  be  special  reasons  not  to  buy 
at  this  time.  To  those  who  desire  to  retire  from  farming,  these  valua- 
tions may  seem  to  be  special  inducements  to  sell. 

The  incentive  to  sell  farms  and  equipment  at  present  high  prices  is 
tempered  by  the  capital-gains  tax  and  by  the  low  rate  of  return  on  suit- 
able alternative  investments.  The  earning  power  of  farm  capital  has 
risen  so  greatly  since  1940  that  even  though  the  price  of  farms  has 
advanced  on  the  average  87  percent  during  the  same  period,  the  rate 
of  return  on  the  valuation  of  farms  at  the  beginning  of  1948  was  about 
twice  the  rate  in  1940.  There  would  be,  therefore,  even  less  incentive 
to  sell  at  current  high  prices  than  at  the  lower  prices  in  1940,  except 
that  substantial  declines  in  farm  incomes  and  living  costs  are  now  more 
likely  to  occur  than  at  the  earlier  date. 

For  those  who  wish  to  buy  farm  land  or  other  physical  farm  assets 
now,  the  present  high  prices  are  a  deterrent  chiefly  because  of  the  risk 
that  present  levels  of  prices  and  earnings  may  not  continue.  This  risk 
js  genuine  and  large.  On  the  other  hand,  present  prices  of  real  estate, 
although  historically  very  high,  are  moderate  in  relation  to  current 
earnings.  Accordingly,  earnings  of  farm  real  estate  could  show  some 
reduction  before  present  prices  of  real  estate  would  be  seriously  out  of 
line  with  earning  power,  or  before  the  rate  of  return  from  farm  real 
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estate  would  be  less  than  that  of  other  investments  with  which  pros- 
pective buyers  of  farms  and  farm  equipment  are  familiar.  The  same 
is  true  to  greater  or  lesser  degree  of  most  of  the  other  physical  assets. 

But  sober  appraisal  of  the  favorable  financial  status  of  agriculture 
in  1948  will  take  account  of  the  fact  that  the  fortunes  of  farmers  are 
particularly  sensitive  to  changes  in  prices  and  when  the  crest  of  this 
inflation  passes,  as  it  will,  the  financial  position  of  farmers  could  deter- 
iorate rapidly.  The  history  of  prices  and  of  farming  in  war  and  post- 
war periods  surely  warns  of  this.  What  has  been  reported  in  succes- 
sive balance  sheets  of  agriculture  are  developments  that  have  occurred 
in  the  inflationary  phase  of  a  period  dominated  by  World  War  II.  In 
the  wake  of  each  preceding  war  sooner  or  later  there  followed  a  period 
of  declining  prices  in  which  valuations  of  physical  assets  and  of 
equities  shrank  far  below  the  levels  of  the  war  years.  Moreover,  in 
the  period  following  World  War  I,  the  relationship  of  prices  received 
by  farmers  to  prices  paid  became  less  favorable  to  farmers  than  it  had 
been  either  immediately  before  or  during  the  war,  and  it  remained  so 
for  two  decades.  Such  an  unfavorable  relationship  can  develop 
through  an  advance  in  costs  even  though  prices  received  do  not  decline. 
Therefore,  until  the  readjustment  phase  of  the  recent  war  has  passed 
it  will  be  too  early  to  measure  the  final  consequences  of  this  war  to  agri- 
culture or  to  any  other  sector  of  the  national  economy. 

But  it  is  not  too  early  to  ask  what  farmers  can  do  to  preserve  the  gen- 
erally solvent  and  effective  economic  position  they  now  occupy. 

Once  prices  begin  to  decline,  or  to  shift  in  relation  to  each  other,  there 
is  little  that  individual  farmers  can  do  to  stop  them.  No  adjustment 
of  output  or  withholding  from  market,  within  the  power  of  individual 
farmers,  can  influence  perceptibly  the  'prices  they  receive  for  their 
products  or  the  prices  they  pay  for  industrial  goods.  In  other  parts 
of  the  national  economy  where  the  operating  units  are  much  larger, 
are  less  competitive,  and  are  less  hampered  by  a  high  proportion  of  fixed 
costs,  it  is  possible  for  individual  firms  to  resist  a  decline  in  prices  by 
restricting  output,  or  to  reduce  costs  by  discharging  labor,  by  reducing 
inventories,  and  otherwise  restricting  expenditures.  But  the  organi- 
zation of  agriculture  into  millions  of  individual  operating  units  with  a 
high  proportion  of  fixed  expense  makes  such  defenses  difficult  for 
individual  farmers. 

The  consequences  of  this  difference  in  organization  in  periods  of 
falling  prices  is  well  illustrated  by  the  course  of  prices  in  1920-21. 
In  that  postwar  deflation  the  index  of  farm  prices  fell  from  237 
(1913  =  100)  for  June  1920  to  114  a  year  later,  whereas  the  index  of  a 
typical  group  of  industrial  prices  (those  of  metals  and  metal  products) 
fell  from  200  to  133.  This  difference  in  the  rate  and  extent  of  decline 
in  prices  of  farm  and  industrial  products  contributed  much  to  the 
economic  difficulties  of  the  period  both  on  and  off  the  farm. 

But  even  though  individual  farmers  are  powerless  to  influence  per- 
ceptibly the  course  of  prices,  it  is  possible  for  them  to  manage  their 
affairs  in  prosperous  times  so  that  a  decline  in  prices  will  bring  a 
minimum  of  trouble  to  them  and  to  the  Nation.  Such  management 
will  emphasize  caution  in  buying  land,  machinery,  and  livestock  when 
prices  are  high  and  in  incurring  new  debts  at  inflated  levels  of  income 
and  prices.  It  will  use  a  considerable  proportion  of  the  high  income 
of  prosperous  years  to  reduce  outstanding  debt,  to  increase  the  effi- 
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ciericy  of  farm  facilities,  and  to  accumulate  financial  reserves  that  will 
help  farmers  to  adjust  their  operations  to  later  needs. 

These  measures  are  essentially  ways  of  reducing  unit  costs  of  pro- 
duction through  increasing  operating  efficiency,  and  of  reducing  the 
high  proportion  of  fixed  costs  which  the  nature  of  farming  tradionally 
has  imposed  on  farm  operators,  and  which  has  been  a  source  of  trouble 
in  other  periods  of  price  decline.  By  taking  the  foregoing  steps 
farmers  can  increase  their  efficiency  and  greatly  reduce  the  risk  of 
insolvency  in  their  own  enterprises.  Moreover,  in  so  doing  they  can 
contribute  to  the  prosperity  of  the  entire  Nation  through  low-cost 
production  of  food  and  fiber  and  by  creating  a  more  stable  and  de- 
pendable farm  market  for  industrial  goods.  In  a  specialized  inter- 
dependent economic  system  prosperity  in  any  sector,  when  based  on 
efficiency,  becomes  a  factor  of  strength  throughout  the  entire  economy. 
From  a  national  point  of  view,  therefore,  it  is  desirable  that  farmers 
generally  have  adequate  equities  in  their  enterprises  and  enough  liquid 
assets  to  assure  the  flexibility  of  operations  that  is  essential  to  efficiency. 

THE  BALANCE  SHEET  IN  DETAIL 

Thus  far  an  attempt  has  been  made  to  sketch  the  financial  changes 
in  agriculture  that  occurred  during  the  period  1940-47  as  a  part  of  a 
Nation-wide  expansion,  and  to  appraise  these  developments  in  terms 
of  their  effects  on  farmers  and  on  the  economy  as  a  whole.  In  this 
section  the  changes  in  individual  items  of  the  balance  sheet  are  re- 
ported in  greater  detail  so  that  readers  with  special  interests  in  indi- 
vidual items  may  have  a  fuller  account  of  the  extent  and  nature  of 
the  changes. 

The  Asset  Items 

The  assets  reported  in  the  balance  sheet  of  agriculture  are  items  of 
wealth  owned  by  farm  operators,  landlords,  or  people  living  on  farms, 
which  presumably  are  used  in  the  farm  enterprise  or  in  the  farm  home. 
These  assets  are  divided  into  two  major  classes — physical  and  finan- 
cial. The  physical  assets  in  turn  are  divided  into  "real  estate"  and 
"non-real-estate."  The  real  estate  inventory  is  shown  as  an  aggregate 
item,  as  information  for  the  separate  values  of  land,  service  buildings, 
and  houses  is  not  available.  The  non-real-estate  assets  are  classified  as 
"livestock,"  "machinery  and  motor  vehicles,"  "crops  stored  on  and  off 
farms,"  and  "household  equipment."  The  financial  assets  are  sub- 
divided into  "deposits  and  currency,"  "United  States  savings  bonds," 
and  "investment  in  cooperatives." 

FARM    REAL   ESTATE 

The  largest  asset  in  the  balance  sheet  is  farm  real  estate.  On 
January  1,  1948,  this  item  amounted  to  62,813  million  dollars,  or  52 
percent  of  the  value  of  all  assets  shown  in  the  balance  sheet  for  that 
date. 

The  value  of  farm  real  estate  has  increased  steadily  since  1941,  when 
it  amounted  to  33,497  million  dollars  (table  11).  However,  most  of 
this  increase  has  been  due  to  price  changes  as  all  available  data  indi- 
cate tli at  the  physical  farm  plant  has  changed  very  little  during  the 
last  decade.     The  increase  during  1947  amounted  to  4,209  million  dol- 
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lars,  or  7  percent.  This  compares  with  increases  of  12  percent  in 
each  of  the  2  preceding  years,  and  is  the  smallest  percentage  increase 
for  any  years  since  1942,  when  real  estate  increased  in  value  7  percent. 
During  1947,  farm  real  estate  values  increased  in  all  regions  except 
the  Pacific,  where  they  declined  2  percent — the  first  decrease  shown 
for  any  region  since  1941.  The  percentage  increase  during  1947  was 
less  than  that  during  1946  in  all  regions  except  the  Great  Plains  and 
Texas-Oklahoma.  Over  the  longer  period  from  1940  to  1948,  the 
value  of  farm  real  estate  increased  more  than  50  percent  in  all  regions, 
and  more  than  doubled  in  the  Great  Plains  and  the  Mountain  States. 
The  demand  for  grains,  particularly  wheat,  increased  materially  and 
was  an  important  factor  in  the  above-average  rise  of  land  values  in 
the  Great  Plains.  The  unusual  demand  for  meat  resulting  from  high 
consumer  incomes  was  probably  a  major  cause  in  the  above-average 
rise  in  land  values  in  the  Mountain  States.  In  the  Corn  Belt,  which 
alone  accounts  for  more  than  one-fourth  of  the  total  value  of  all  farm 
real  estate,  the  increase  between  1940  and  1948  amounted  to  88  per- 
cent, or  about  the  same  as  the  average  for  the  country  as  a  whole. 

Table  11. — Farm  real  estate:  Estimated  value  of  farm  land  and  ouildings,  oy 
regions,  1915-23  and  1940-48 * 

WORLD  WAR  I  AND  POSTWAR 


Year 

United 
States  2 

North- 
east 3 

Appa- 
lach- 
ian i 

South- 
east 5 

Lake 
States  s 

Corn 
Belt? 

Delta 

States  s 

Great 
Plains 9 

Texas- 
Okla- 
homa 

Moun- 
tain i° 

Pa- 
cific" 

1915 

1916 

1917 

1918 

1919 

1920 

1921 

1922 

1923 

Million 
dollars 
39,  597 
42,  271 
45,  531 
49,  986 
54,  539 
66,  316 
61,  477 
54,  017 
52,  710 

Million 
dollars 
3,080 
3.142 
3,339 
3,448 
3,525 
3,920 
3,739 
3,603 
3,618 

Million 
dollars 
2,848 
3,147 
3,459 
3,939 
4,506 
5,299 
4,673 
4,143 
4,527 

Million 
dollai  s 
1,258 
1.348 
1,467 
1,708 
2,142 
2,777 
2,277 
1,795 
1,804 

Million 
dollars 
3,947 
4,406 
4,823 
5,  333 
5,676 
6,926 
6,914 
6,333 
6,099 

Million 
dollars 

13,  425 

14,  407 
15, 124 

16,  383 

17,  677 
21,  978 
20,  284 
16,  948 
16,  431 

Million 
dollars 
905 
1,030 
1,150 
1,  326 
1,514 
2,017 
1,526 
1,421 
1,396 

Million 
dollars 
6,185 
6,576 
7,037 
7,778 
8,702 
10,  504 
9,942 
8,665 
8,104 

Million 
dollars 
2,956 
3,032 
3,3S2 
3,891 
4,136 
5,064 
4,597 
3,921 
3,757 

Million 
dollars 
1,801 
1,886 
2,109 
2,335 
2,651 
3,163 
2,844 
2,612 
2,465 

Million 
dollars 
3,191 
3,297 
3,640 
3,845 
4,011 
4,669 
4,680 
4,576 
4,509 

WORLD  WAR  II  AND  POSTWAR 

1940 

1941 

1942 

1943 

1944 

1945 

1946 

1947 

1948 

33,  642 
33,  497 
35,  331 
37,  855 
42,  532 
46,  389 
52, 114 
58,  604 
62,  813 

2,780 
2,760 
2,809 
2,973 
3,111 
3,328 
3,581 
4,017 
4,198 

3,457 
3,400 
3,526 
3,772 
4,129 
4,  532 
5,329 
6,157 
6,359 

1,552 
1,580 
1,627 
1,718 
1,929 
2,153 
2,387 
2,764 
2,807 

3,544 

3,480 
3,650 
3,877 
4,269 
4,467 
5,003 
5,649 
6,044 

9,031 

9,029 
9,746 

10,  394 

11,  721 

12,  463 

14,  088 

15,  777 

16,  996 

1,286 
1,298 
1,380 
1,492 
1,611 
1,783 
1,995 
2,297 
2,459 

3,555 
3,  452 
3,598 
3,945 
4,617 
5,143 
5,646 
6,417 
7,538 

3,421 
3,415 
3,614 
3,806 
4,246 
4,681 
5,244 
5,737 
6,451 

1,780 
1,819 
1,940 
2,122 
2,448 
2,756 
3,086 
3,418 
3,712 

3,237 
3,263 
3,441 
3,755 
4,450 
5,083 
5,753 
6,372 
6,249 

1  For  the  years  1920, 1940,  and  1945  values  are  from  census.    Values  in  intercensal  years  derived  from  index 
of  land  values  per  acre  and  adjusted  for  changes  of  acreage  of  land  in  farms. 

2  Because  of  rounding,  figures  may  not  add  to  totals. 

s  Maine,  New  Hampshire,  Vermont,  Massachusetts,  Rhode  Island,  Connecticut,  New  York,  New 
Jersey,  and  Pennsylvania. 

4  Delaware,  Maryland,  Virginia,  West  Virginia,  North  Carolina,  Kentucky,  Tennessee,  and  the  District 
of  Columbia. 

5  South  Carolina,  Georgia,  Florida,  and  Alabama. 

6  Michigan,  Wisconsin,  and  Minnesota. 

7  Ohio,  Indiana,  Illinois,  Iowa,  and  Missouri. 

8  Mississippi,  Arkansas,  and  Louisiana. 

9  North  Dakota,  South  Dakota,  Nebraska,  and  Kansas. 

10  Montana,  Idaho,  Wyoming,  Colorado,  New  Mexico,  Arizona,  Utah,  and  Nevada. 

11  Washington,  Oregon,  and  California. 
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A  comparison  of  aggregate  farm  real  estate  values  in  1948  with 
those  in  1920,  the  high  year  following  World  War  I,  shows  that  current 
values  are  higher  in  all  but  three  regions— the  Lake  States,  the  Corn 
Belt,  and  the  Great  Plains.  Of  these  three  regions,  the  Great  Plains 
was  farthest  below  1920,  with  current  values  28  percent  lower  than 
those  of  the  earlier  year.  This  region  suffered  severely  during  the 
decade  of  the  1930's,  not  only  from  the  depression,  but  from  droughts 
which  were  particularly  acute  in  1934  and  1936.  Kecovery  here  was 
slower  than  in  other  parts  of  the  country;  in  fact,  land  values  in 
North  and  South  Dakota  and  Nebraska  did  not  reach  their  lowest 
points  until  1941,  and  in  that  year  the  value  of  farm  real  estate  in 
Kansas  again  fell  almost  as  low  as  it  had  been  in  1933. 

The  balance  sheet  is  concerned  with  aggregate  values  but  the 
trends  and  geographical  variations  in  farm  real  estate  values  can 
also  be  observed  from  another  series  which  measures  value  changes 
in  terms  of  average  amount  per  acre.4  This  series  shows  that  the  esti- 
mated value  per  acre  of  farm  real  estate  increased  7  percent  between 
March  1,  1947  and  March  1,  1948,  the  index  reaching  170  (1912-14= 
100)  on  the  latter  date,  or  the  same  as  for  the  previous  high  year, 
1920.  From  1940  to  1948,  the  index  of  value  per  acre  more  than 
doubled  in  6  of  the  10  geographic  regions — the  Appalachian,  the 
Southeastern,  the  Corn  Belt,  the  Delta  States,  the  Great  Plains,  and 
the  Mountain  (table  12). 


Table  12. — Farm  real  estate :  Index  of  estimated  value  per  acre,  by  regions,  Mar.  1, 

1940  and  1947-48 

[1912-14=100] 


Region  1 

1940 

1947 

1948 

Region  > 

1940 

1947 

1948 

Northeast    .. 

94 
113 
103 
86 
72 
106 

146 
242 
205 
152 
139 
212 

153 
250 
208 
162 

150 
227 

57 
98 
76 
108 
84 

108 
166 
149 
215 

159 

127 

Appalachian. 

187 

Southeast..    . 

Mountain 

Pacific 

United  States 

161 

Lake  States... 

210 

Corn  Belt 

170 

Delta  States . 

1  For  names  of  States  within  regions  see  table  11,  p.  17. 

Although  the  index  for  the  United  States  as  a  whole  on  March  1, 
1948,  was  just  equal  to  the  previous  high  of  170  in  1920,  in  32  States 
the  index  was  higher  in  1948  than  in  1920,  and  in  10  of  these  States  the 
1948  index  was  25  percent  higher  or  more  (fig.  1).  Except  for  New 
Mexico  and  California,  all  of  these  10  States  lie  east  of  the  Mississippi 
Iliver.  In  many  of  them,  land  values  were  influenced  by  industrial 
and  urban  developments.  Irrigation  and  other  land-development 
projects — notably,  the  Tennessee  Valley  Authority — have  undoubtedly 
had  an  influence  on  land  values  in  some  of  these  States,  and  in  Ken- 
tucky and  North  Carolina  the  very  favorable  returns  from  tobacco 
in  recent  years  have  contributed  to  the  increase  in  value. 

The  index  of  value  per  acre  of  farm  real  estate  is  compared  with 
the  index  of  net  land  returns  per  acre  in  figure  2.  The  value  per  acre 
has  shown  a  steady  increase  since  1940,  but  net  returns  have  risen  even 


4  The  index  of  average  value  per  acre  of  farm  real  estate  is  an  independent 
series  designed  to  measure  changes  in  market  values  for  a  constant  acreage  of 
farm  land  rather  than  changes  in  aggregate  value  of  all  land  in  farms  in  each 
year. 
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CURRENT  FARM  LAND  VALUES  COMPARED  WITH   1920 

(MARCH   1948  AS  A  PERCENTAGE  OF  1920) 


RCENTAGE 
RATIO 
125  and  over 
100-124 
^75-99 
[S3Under  75 


BAE46700-X 

Figuke  1. — Current  land  values  in  most  parts  of  the  country  are  well  above  those 
of  the  previous  high  year,  1920.  In  10  States  they  are  25  percent  or  more  above 
those  of  the  earlier  year.  Values  are  lowest,  relative  to  1920,  in  the  Midwestern 
and  Mountain  States,  particularly  in  the  Great  Plains  which  suffered  severely 
from  droughts  and  depression  during  the  thirties. 


PERCENT 

300 
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20 

10 


i  i  1  i — 
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Value,  March  1 
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950 


BAE43  772B-X 


figure  2.— farm    real  estate:  net  returns,  value  per  acre,   ratio  of 
Returns  to  Value,  and  Interest  rates,  united  states,  1912-48 

Land  values  have  risen  steadily  since  1940,  but  the  increase  in  net  land  returns 
per  acre  has  been  even  sharper.  This  situation  is  in  contrast  to  that  prevailing 
during  and  following  World  War  I,  when  both  land  values  and  net  returns  de- 
clined in  the  postwar  period,  with  net  returns  falling  well  below  land  values. 
The  present  disparity  between  the  index  of  net  returns  and  that  of  land  values 
suggests  that  future  returns  from  farming  are  not  expected  to  continue  at  the 
present  high  level. 
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more  sharply.  The  disparity  between  these  two  trends,  particularly 
sharp  since  1946,  suggests  that  buyers  of  farm  properties  believe  that 
future  net  returns  from  farming  will  not  continue  to  be  as  high  as 
they  are  at  present. 

NON-REAL-ESTATE    PHYSICAL   INVENTORIES 
LIVESTOCK    INVENTOKY 

The  inventory  value  of  livestock  on  farms  January  1,  1948,  reached 
the  unprecedented  height  of  nearly  13.5  billion  dollars,  although  there 
has  been  a  substantial  drop  in  livestock  numbers  in  recent  years  (table 
13) .  All  classes  have  declined  in  numbers  for  the  last  two  consecutive 
years  (fig.  3).  Hogs,  chickens,  and  turkeys  declined  from  the  peak 
numbers  reached  on  January  1,  1944,  and  the  number  of  sheep  has 
fallen  continuously  since  1942.  Cattle  numbers  were  at  a  peak  on 
January  1,  1945,  and  have  declined  steadily  since  then.  The  high 
inventory  value  of  livestock  at  the  beginning  of  1948,  therefore,  clearly 
reflects  the  unusually  high  prices  for  most  classes  of  livestock.  On 
January  1,  1948,  values  per  head  of  cattle,  hogs,  chickens,  and  turkeys 
were  the  highest  on  record. 


T^ble  13. — Livestock  on  farms 

Jan. 

•  Number  and  value  by  classes, 
1,  1940  and  1947-48 

United 

States, 

Class 

1940 

1947  1 

1948 

Number 

Value 

Number 

Value 

Number 

Value 

Horses 

1,000 
head 
10,  444 
4,034 
68,  309 
24.  940 
52, 107 
46,  266 
61, 165 
438,  288 
8,569 

Million 

dollars 

808 

1,000 
head 
7.249 

Million 

dollars 

429 

390 

7,907 

3,787 

477 

393 

2,049 

682 

43 

1,000 

head 

6,607 

2,544 

78,  564 

25. 165 

35.  332 

30,  544 

55,  038 

462,  976 

4,507 

Million 
dollars 
366 

Mules .  . 

437           2. 772 

338 

Cattle . 

2,770 
1,428 
329 
294 
476 
265 
18 

81.  207 
26,  098 
37,  818 
32. 125 
56,  921 
474,  441 
6,650 

9,150 

Milk  cows 

All  sheep  2 

4,126 
542 

Stock  sheep 

458 

Hoes .       _.     .. 

2,356 

Chickens -.._..      _  .     ... 

668 

Turkeys  . 

31 

Total 

5,133 

11,977 

13.  451 

i  Revised.       2  Includes  sheep  and  lambs  on  feed  for  market. 

Because  of  the  differences  in  the  various  types  of  livestock,  the 
decline  in  the  physical  inventory  cannot  be  measured  adequately  by 
adding  the  decreases  in  numbers  of  the  respective  classes  of  livestock. 
But  approximation  of  this  over-all  drop  in  numbers  during  1947  can 
be  measured  by  multiplying  1948  numbers  by  1947  prices  and  compar- 
ing this  total  with  1947  inventory  values.  Thus,  had  the  values  per 
head  on  January  1, 1948,  remained  at  the  1947  level,  the  inventory  value 
of  all  livestock  would  have  been  3.8  percent  lower  than  it  was  the  year 
before. 

Although  the  number  of  meat  animals  on  farms  January  1  has  de- 
clined considerably  in  recent  years,  total  production  measured  in 
pounds  of  live  animals  has  been  maintained  at  high  levels.  In  1947 
such  production  is  estimated  at  39.3  billion  pounds  or  only  about  1 
percent  less  than  in  1946  and  only  about  15  percent  under  peak  produc- 
tion in  1943.  But  it  is  still  nearly  a  third  higher  than  the  1935-39 
average.  Production  was  maintained  at  relatively  high  levels  in  all 
three  categories  of  meat  animals — cattle  and  calves,  hogs,  and  sheep 
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FIGURE  3.— NUMBER  AND  VALUE   PER    HEAD  OF  VARIOUS   CLASSES   OF   LIVESTOCK 
ON   FARMS,   UNITED  STATES,  JAN.    1,    1940-48 

The  number  of  animals  in  each  class  of  livestock  has  declined  since  1946.  On 
January  1,  1948,  values  per  head  of  cattle,  hogs,  chickens,  and  turkeys  were  the 
highest  on  record.  The  value  per  head  of  mules  increased  slightly  during  1947 
but  value  per  head  of  horses  declined  to  the  lowest  point  since  1933. 

and  lambs.  The  decline  in  numbers  of  meat  animals  on  farms  during 
1947  can  be  attributed  chiefly  to  heavy  marketings. 

The  inventory  value  of  livestock  on  farms  January  1, 1948,  was  11.0 
percent  of  the  total  of  all  assets.  This  was  1.5  percentage  points  higher 
than  1940.  On  the  other  hand,  it  was  2.6  percentage  points  below  the 
peak  of  1943  when  the  value  of  the  livestock  inventory  was  13.6  percent 
of  the  total. 

Of  the  total  value  of  livestock  on  farms  January  1,  1948,  about  two- 
thirds,  or  9.2  billion  dollars  out  of  13.5  billion,  were  accounted  for  by 
cattle.  During  1947  this  class  of  livestock  on  farms  increased  in  value 
by  1.2  billion,  or  15.7  percent.  Because  this  class  of  livestock  bulks  so 
large  in  the  total,  increase  in  the  value  of  cattle  alone  accounted  for 
more  than  84  percent  of  the  increase  for  all  livestock. 
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FAEM  MACHINERY  AND  MOTOR  VEHICLES 


Further  rapid  strides  in  the  mechanization  of  agriculture  were  made 
during  1947.  On  January  1,  1948,  the  inventory  value  of  farm  ma- 
chinery and  motor  vehicles  was  estimated  to  have  been  9.2  billion 
dollars — a  third  more  than  a  year  earlier  and  nearly  3  times  the  1940 
total  (table  14).  Purchases  of  such  items  in  1947  reached  the  record 
total  of  2.6  billion  dollars  or  46  percent  more  than  was  bought  in  1946. 
In  appraising  the  significance  of  the  higher  value  of  both  old  and  new 
machinery  on  farms  on  January  1,  1948,  it  should  be  pointed  out  that 
61  percent  of  the  2.3-billion-dollar  increase  in  total  value  during  1947 
resulted  from  higher  prices  as  compared  with  50  percent  of  the  nearly 
700-million-dollar  increase  in  1946.  But  even  if  the  price  inflation  is 
taken  out,  the  increase  in  value  of  machinery  on  farms  since  1940,  as 
measured  in  1940  dollars,  would  be  about  60  percent. 


Table  14, 


-Farm  machinery  and  motor  vehicles:  Value  by  classes,  United  States, 
Jan.  1, 1940-48 


Year 

Tractors 

Automo- 
biles 

Motor- 
trucks 

Other 
farm 
machin- 
ery 

Total 

1940                                                  -- 

Million 

dollars 

589 

1642 

1812 

i  1,  033 

11,125 

1,330 

1  1, 320 

i  1,  470 

1,995 

Million 

dollars 

944 

912 

1.015 

987 

1,091 

1,088 

922 

i  1, 057 

1,530 

Million 
dollars 
238 
257 
300 
425 
570 
631 
586 
697 
925 

Million 
dollars 
1,364 
1,436 
1,  658 
2,123 
2,605 
3,186 
3,367 
i  3,  660 
4,724 

Million 
dollars 
3,135 

1941                                                               

i  3,  247 

1942...            

i  3,  785 

1943 

1944 

i  4,  568 
i  5,  391 

1945 

6,235 

1946-    -                                             

i  6, 195 

1947 

i  6, 884 

1948  2 

9,174 

1  Revised. 

2  Preliminary. 

Of  the  total  value  of  all  machinery  and  motor  vehicles  on  farms 
January  1, 1948,  tractors  accounted  for  22  percent,  automobiles  17  per- 
cent, motortrucks  10  percent,  and  other  farm  machinery  51  percent. 

Tractors. — It  is  estimated  that  the  total  value  of  tractors  on  farms  on 
January  1,  1948  was  2.0  billion  dollars  (table  14).  Last  year  on  that 
date  they  were  valued  at  1.5  billion  dollars.  As  with  other  classes  of 
physical  assets,  a  considerable  part  of  this  increase  resulted  from  the 
higher  price  at  which  tractors  were  valued.  The  number  of  tractors 
on  farms  January  1,  1948  was  estimated  at  3,150,000,  compared  with 
2,800,000  a  year  earlier.  This  increase  of  350,000  is  the  largest  ever 
to  occur  in  a  single  year.  Since  1940,  tractor  numbers  have  more 
than  doubled. 

Motortrucks. — Motortrucks  on  farms  January  1,  1948  were  valued 
at  925  million  dollars.  This  was  an  increase  of  228  million  dollars  over 
the  preceding  year.  The  inventory  value  at  the  beginning  of  1948 
was  nearly  four  times  that  of  1940.  However,  a  substantial  part  of  this 
increase  is  attributed  to  the  higher  prices  at  which  the  inventory  was 
valued.  It  is  estimated  that  on  January  1, 1948  the  number  of  motor- 
trucks on  farms  totaled  1,920,000,  compared  with  1,730,000  a  year 
earlier,  about  1,550,000  on  January  1,  1946,  and  about  1,047,000  on 
January  1,  1940.  Thus  motortruck  numbers  increased  only  about  11 
percent  during  1947,  and  about  83  percent  since  1940. 
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Automobiles. — The  situation  with  respect  to  the  inventory  of  auto- 
mobiles is  somewhat  similar.  Only  in  the  last  couple  of  years  have 
farmers  had  the  opportunity  to  buy  automobiles.  It  is  estimated  that 
on  January  1,  1948  there  were  4,930,000  automobiles  on  farms,  valued 
at  about  1.5  billion  dollars.  During  1947  numbers  were  increased  by 
410,000  units,  and  values  by  473  million  dollars.  This  increase  brought 
car  numbers  above  the  prewar  level  for  the  first  time.  On  January  1, 
1942  car  numbers  were  estimated  at  4,670,000.  During  the  war  automo- 
biles decreased  in  number  and  on  January  1,  1945  they  were  estimated 
at  4,152,000,  about  the  same  as  on  January  1,  1940.  At  that  time  the 
inventory  of  automobiles  on  farms  was  valued  at  944  million  dollars. 
The  value  of  automobiles  on  farms  January  1,  1948  measured  in  1940 
dollars,  would  be  only  about  two-thirds  of  the  1940  value. 

Other  Farm  Machinery. — Of  the  total  value  of  farm  machinery  and 
motor  vehicles  on  January  1, 1948,  about  51  percent,  or  4.7  billion  dol- 
lars, was  made  up  of  machinery  other  than  tractors,  motortrucks,  and 
automobiles.  This  amount  is  about  29  percent  above  a  year  earlier 
and  nearly  3.5  times  what  it  was  in  1940.  Farmers'  purchases  of  ma- 
chinery other  than  motor  vehicles  during  1947  exceeded  1.2  billion 
dollars.  This  was  more  than  40  percent  above  the  year  before  and 
about  treble  the  average  purchases  in  1940  and  1941.  Depreciation  of 
the  inventory  for  machinery  other  than  motor  vehicles  in  1947  is 
estimated  at  nearly  two-thirds  the  value  of  purchases  during  that  year. 

The  increased  mechanization  of  agriculture  is  due  in  part  to  the 
growing  importance  of  farm  electrification.  By  January  1, 1948  about 
65  percent  of  the  6,000,000  farms  in  the  United  States  had  central- 
station  electric  power  service.  This  is  more  than  double  the  number 
so  electrified  in  1940  and  nearly  six  times  the  number  that  had  such 
service  in  1930.  In  1943  the  estimated  value  of  major  electrical  equip- 
ment on  farms  was  625  million  dollars.  About  63  percent  was  in  home 
appliances  and  37  percent  was  in  farm  equipment. 

CROP   INVENTORY 

Crops  on  Farms. — The  quantity  of  the  different  crops  stored  on 
farms  at  the  beginning  of  any  year  is  influenced  by  the  carry-over 
stocks  from  the  previous  year  and  by  the  production,  marketing,  and 
consumption  on  the  farm  during  the  year.5  Based  on  December  15 

5  As  a  rule,  some  crops,  like  cotton  and  tobacco,  are  marketed  largely  before 
January  1.  Based  on  the  average  for  the  last  10  years,  two-thirds  of  the  cotton 
crop  is  marketed  by  the  end  of  the  calendar  year.  Last  year  78  percent  of  the 
1947  crop  had  been  so  marketed.  On  the  average,  approximately  70  percent  of 
the  tobacco  crop  is  marketed  before  January  1.  These  crops  are  primarily  cash 
crops.  Wheat,  corn,  oats,  and  barley  are  both  cash  crops  and  feed  crops.  Har- 
vesting and  marketing  of  the  new  wheat  crop  usually  begins  the  last  week  of 
May.  Between  June  1  and  January  1  about  57  percent  of  the  annual  production, 
on  the  average,  leaves  farms.  Some  wheat,  of  course,  is  retained  on  the  farm 
after  January  1  for  later  marketing  and  for  seed,  feed,  and  home  use.  Only 
about  13  percent  of  the  oats  and  33  percent  of  the  barley  produced  are  sold  from 
farms  in  the  7  months  July  through  December.  The  corn  crop,  maturing  later, 
does  not  start  to  market  until  October.  Thus  only  about  7  percent  of  the  total 
corn  produced  is  sold  by  farmers  before  January  1.  But  considerable  quantities 
of  corn,  oats,  and  barley  are  fed  to  livestock  in  the  latter  part  of  each  calendar 
year.  The  quantity  depends  upon  the  number  of  livestock  and  the  relative 
price  the  farmers  can  get  for  grain  if  it  is  sold  for  cash  or  marketed  through  live- 
stock. In  the  case  of  fresh  fruits  and  vegetables  most  of  the  marketing  is  done 
soon  after  harvest.  Only  in  the  case  of  a  few  such  crops  is  there  any  extensive 
storage  and  only  a  small  proportion  of  this  is  on  farms  because  of  the  special 
types  of  storage  facilities  required. 
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prices  the  value  of  crops  stored  on  farms  January  1,  1948  is  estimated 
at  8,773  million  dollars,  an  increase  of  nearly  2  billion  dollars  over 
that  of  a  year  earlier  and  3.8  times  that  of  1940  (table  15) .  As  with 
other  inventory  items,  the  increase  was  due  in  practically  all  cases  to 
the  higher  prices  at  which  the  various  crops  were  valued.  For  most 
crops,  and  in  particular  for  corn,  the  quantities  on  farms  were  ma- 
terially below  those  of  January  1,  1947.  The  situation  during  1947 
was  in  contrast  to  that  during  1946  when  the  inventory  value  in- 
creased because  of  higher  prices  and  larger  quantities  held. 

Table  15. — Crops  on  farms:  Value  by  classes,  United  States,  Jan.  1,  1940  and 

1947-48 * 


Class 

1940 

1947  -' 

1948 

/ ,000  dollars 
1,444,910 
665,  883 
33.  746 
72,  281 
84,  216 
37,  605 

1,000  dollars 
4,  241, 155 
1,  566,  405 
225, 135 
174,  707 
331,  779 
283,  781 

1,000  dollars 
6, 005,  248 

1,608,777 

382,  050 

216,  355 

218,225 

342, 377 

Total                  ...  -  - .-         -------- 

2, 338,  641 

6, 822,  962 

8,  773,  032 

i  Crops  stored  on  farms  including  those  sealed  under  Commodity  Credit  Corporation  loan  programs. 
Excludes  all  stocks  held  off  the  farm. 

2  Revised. 

3  Corn,  wheat,  oats,  barley,  rye,  buckwheat,  rice,  sorghum  for  grain,  dry  edible  beans,  and  dry  field  peas. 

4  All  hay,  corn  silage  and  forage,  and  sorghum  for  silage  and  forage. 
J  Soybeans,  flaxseed,  peanuts,  and  cottonseed. 

6  Irish  potatoes,  cabbage,  and  onions. 

*  Broomcorn,  cotton,  and  hayseed.  Hayseed  includes  red  clover,  alfalfa,  lespedeza,  alsike  clover,  timo- 
thy, and  sweetclover. 

A  general  indication  of  the  change  in  total  quantity  of  all  crops 
on  farms  may  be  obtained  by  multiplying  the  1948  quantities  by  1947 
prices  and  comparing  the  total  of  the  results  with  last  year's  value. 
Computed  in  this  way,  the  quantity  of  all  crops  on  hand  January  1, 
1948,  was  about  12.4  percent  below  that  of  a  year  earlier. 

The  value  of  grain  crops  on  farms  January  1, 1948  exceeded  6  billion 
dollars  and  was  more  than  two-thirds  of  the  total  value  of  all  crops 
on  farms.  The  value  of  grain  crops  was  about  41  percent  larger  than 
a  year  earlier.  The  increase  was  the  result  of  prices  72  percent  higher 
than  on  January  1,  1947,  a  factor  more  than  offsetting  the  18  percent 
decline  in  quantity. 

Crops  Stored  off  Farms  Under  CCC  Loans.6 — The  value  of  crops 
owned  by  farmers  on  January  1, 1948,  but  stored  off  farms  under  Com- 
modity Credit  Corporation  loan  contracts  was  56.6  million  dollars, 
or  more  than  double  the  amount  so  pledged  as  loan  security  a  year 
earlier.  However,  it  was  less  than  one-tenth  the  amount  pledged  in  the 
peak  year  1945  when  the  value  of  such  stored  commodities  totaled  618 
million  dollars.  The  principal  crops  stored  off  the  farms  under  Com- 
modity Credit  Corporation  loan  programs  were  wheat  and  cotton. 
The  value  of  wheat  under  pledge  on  January  1,  1948,  was  30  million 
dollars  and  the  value  of  cotton  was  25.3  million  dollars.  Small  quan- 
tities of  barley,  flaxseed,  dried  beans,  and  grain  sorghums  were  also 

'  Does  not  include  farmer-owned  commodities  stored  off  farms  but  not  under 
CCC  loan,  or  commodities  held  by  cooperative  associations,  such  as  tobacco  and 
naval  stoics,  whether  or  not  under  CCC  loans,  or  stocks  of  commodities  held  by 
commercial  interests  at  either  country  or  terminal  markets. 
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stored  under  such  loan  agreements.  Corn  pledged  as  collateral  for 
Commodity  Credit  Corporation  loans  is  mostly  stored  on  farms  and  so 
is  included  in  the  section  on  crops  stored  on  farms. 

HOUSEHOLD  FUBIS'ISHINGS  AND  EQUIPMENT  7 

The  value  of  household  furnishings  and  equipment  of  farm  homes 
on  January  1,  1948  is  estimated  on  the  basis  of  limited  evidence  at  5.4 
billion  dollars,  or  about  $800  per  household.  This  amount  is  11  per- 
cent more  than  the  valuation  of  4.9  billion  dollars  for  January  1, 1947. 
The  valuation  of  household  furnishings  and  equipment  is  equivalent 
to  about  59  percent  of  the  valuation  of  machinery  and  motor  vehicles, 
to  61  percent  of  the  stored  crops,  and  to  40  percent  of  livestock. 

Farm  families  have  been  buying  considerable  household  furnishings 
and  equipment  in  these  postwar  years  as  well  as  more  machinery  for 
farming  operations.  According  to  the  Department  of  Commerce  index, 
rural  retail  sales,  including  furniture  sales,  have  increased  greatly 
since  the  war.  Sales  of  household  furnishings  to  both  rural  and  urban 
buyers  in  1947  were  more  than  double  those  of  1945. 

FINANCIAL   ASSETS 

The  financial  assets  of  farmers  for  which  estimates  have  been  made 
totaled  about  22.3  billion  dollars  on  January  1,  1948  or  about  1  billion 
dollars  more  than  the  estimate  for  a  year  earlier.  Such  assets  at  the 
beginning  of  1948  consisted  of  about  11.6  billion  dollars  of  bank  de- 
posits, 4.0  billion  dollars  of  currency,  4.7  billion  dollars  of  savings 
bonds,  and  1.9  billion  dollars  of  equities  in  farmers'  cooperative  asso- 
ciations. No  estimates  have  been  made  for  other  financial  assets 
owned  by  farmers,  such  as  notes,  mortgages,  State  and  municipal 
bonds,  and  corporate  securities. 

BANK  DEPOSITS 

Farmer-owned  bank  deposits  rose  to  a  new  high  during  1947  but 
they  increased  considerably  less  percentagewise  in  1947  than  in  any 
other  year  since  1940.  The  estimated  total  of  such  deposits  on  Janu- 
ary 1, 1948  was  11.6  billion  dollars  or  about  4.5  percent  more  than  the 
11.1  billion  dollars  estimated  for  January  1,  1947.  Demand  deposits 
owned  by  farmers  are  estimated  to  have  increased  during  1947  from 
7.5  to  7.8  billion  dollars ;  time  deposits,  from  3.6  to  3.8  billion  dollars. 
In  the  aggregate  farmers'  deposits  at  banks  were  about  four  times  as 
large  on  January  1, 1948  as  on  January  1, 1940  (table  16) . 

From  the  trends  of  deposits  in  rural  banks,8  it  appears  that  farmer- 
owned  deposits  increased  by  the  greatest  percentages  during  1947  in 
the  Great  Plains,  Corn  Belt,  and  Texas-Oklahoma  areas.  These  areas 
have  led  in  the  growth  of  rural  bank  deposits  since  1940.  The  smallest 
increases  of  such  deposits  during  1947  occurred  in  the  Northeast, 
Appalachian  and  Pacific  areas. 

7  Household  furnishings  and  equipment  are  included  in  the  balance  sheet  of 
agriculture  because:  (1)  The  household  economy  is  inextricably  linked  with  the 
farm  enterprise,  and  (2)  insufficient  data  are  available  for  setting  up  a  separate 
aggregative  balance  sheet  for  farm  households. 

8  Banks  located  in  places  of  less  than  15,000  population. 


26  MISC.   PUBLICATION    672,   U.   S.   DEPT.   OF  AGRICULTURE 

Table  16. — Farmer-oumed  bank  deposits,  United  States,  Jan.  1,  1940-48 


Year 

Demand 

Time 

Total 

Year 

Demand 

Time 

Total 

1940 

Billion 
dollars 
1.5 
1.7 
2.2 
3.2 
4.4 

Billion 
dollars 
1.4 
1.5 
1.6 
1.8 
2.0 

Billion 
dollars 
2.9 
3.2 
3.8 
5.0 
6.4 

1945 

Billion 
dollars 
5.0 
6.4 
7.5 
7.8 

Billion 
dollars 
2.5 
3.3 
3.6 
3.8 

Billion 
dollars 
7.5 

1941 

1946. 

9.7 

1942 

1947 

11.1 

1943 

1948 

11.6 

1944 

i  Bureau  of  Agricultural  Economics  estimates  adjusted  on  basis  of  Federal  Reserve  surveys  of  deposit 
ownership.    The  series  is  under  review  and  may  be  further  revised. 

Rural  bank  deposits  of  which  a  considerable  part  is  farmer-owned, 
increased  less  rapidly  than  deposits  of  other  banks  during  1947.  The 
respective  rates  of  increase  for  insured  commercial  banks  were  3.8 
percent  for  banks  in  places  of  less  than  15,000  population  and  4.  7  per- 
cent for  banks  in  larger  places.  This  relationship  reversed  that  exist- 
ing generally  during  the  preceding  7  years  in  which  rural  bank  de- 
posits increased  about  300  percent  as  compared  with  an  increase  of 
less  than  200  percent  in  the  deposits  of  other  banks.  The  greater  in- 
crease of  rural  bank  deposits  during  these  earlier  years  is  partly 
attributable  to  the  fact  that  farm  income  rose  proportionately  more 
than  national  income. 

A  factor  in  the  wartime  growth  of  farmers'  deposits  was  the  lag  of 
rural  retail  sales  behind  farm  income,  which  resulted  in  part  from 
shortages  of  goods  during  the  war  (fig.  4) .  Farmers  received  much 
larger  incomes  during  this  period  and  saved  a  more-than -usual  pro- 
portion of  their  incomes.  Although  substantial  amounts  of  the  funds 
saved  by  farmers  were  applied  to  debts  or  invested  in  savings  bonds, 
the  greater  part  of  their  liquid  savings  was  kept  on  deposit  at  banks. 

A  recent  survey  of  liquid-asset  holdings  by  the  Board  of  Governors 
of  the  Federal  Reserve  System 9  indicated  that  early  in  1948  about  25 
percent  of  the  "spending  units" 10  headed  by  farm  operators  had  check- 
ing accounts  at  banks  ranging  from  $1  to  $499 ;  another  25  percent  had 
accounts  ranging  from  $500  to  $1,999 ;  and  12  percent  of  the  farm  ope- 
rators had  $2,000  or  more  in  their  checking  accounts.  The  remaining 
38  percent  of  the  spending  units  headed  by  farm  operators  had  no 
checking  accounts  at  banks.  Data  for  all  spending  units  of  the  United 
States  indicate  61  percent  with  no  checking  accounts,  23  percent  with 
checking  accounts  ranging  from  $1  to  $499,  11  percent  with  accounts 
ranging  from  $500  to  $1,999,  and  5  percent  with  accounts  of  $2,000 
or  more.  Apparently  checking  accounts  are  much  more  prevalent 
among  spending  units  headed  by  farm  operators  than  among  other 
spending  units. 

The  reverse  is  true  of  savings  accounts  at  banks.  The  survey  indi- 
cates that  early  in  1948  only  about  17  percent  of  the  spending  units 
headed  by  farm  operators  had  savings  accounts  as  compared  with  45 

Eercent  of  all  spending  units.     However,  about  7  percent  of  the  units 
eaded  by  farm  operators,  as  compared  with  11  percent  of  all  spending 
units,  had  $2,000  or  more  in  savings  accounts  at  banks. 

"Federal  Reserve  Bulletin,  July  1948  (2).  The  data  for  spending  units  headed 
by  farm  operators  were  obtained  from  a  very  small  sample  and  are  less  depend- 
able than  those  obtained  from  the  sample  for  all  spending  units,  farm  and  non- 
farm. 

10  A  spending  unit  is  defined  as  all  persons  living  in  the  same  dwelling  unit  and 
belonging  to  the  same  family  who  pool  their  incomes  to  meet  major  expenses. 
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FIGURE  4—  DEMAND    DEPOSITS   OF    COUNTRY    BANKS,  CASH    FARM    INCOME.  AND 
RURAL   RETAIL  SALES.   UNITED  STATES.  1929-47.    (INDEX   NUMBERS  1935-39=100.) 

Before  the  war  the  year-to-year  changes  in  these  items  were  closely  correlated. 
But  during  the  war  period  the  scarcity  of  many  goods  held  rural  retail  sales  com- 
paratively constant.  In  1946  the  rise  in  these  sales  was  sharp,  but  as  farm  income 
also  increased  greatly  the  rise  in  demand  deposits  was  undiminished.  In  1947 
the  rate  of  increase  in  demand  deposits  was  greatly  reduced  although  farm  income 
increased  more  rapidly  than  rural  retail  sales,  probably  because  some  expenditures 
for  automobiles,  farm  machinery,  etc.,  are  not  included  or  are  not  adequately 
reflected  in  the  index  of  rural  retail  sales. 


CUEEENCY 


Currency  held  by  farmers  on  January  1,  1948  is  roughly  estimated 
at  4  billion  dollars,  about  the  same  as  a  year  earlier  and  nearly  four 
times  the  amount  estimated  for  January  1,  1940. 


UNITED    STATES    SAVINGS    BONDS 

The  redemption  value  of  United  States  savings  bonds  owned  by 
farmers  on  January  1,1948,  is  estimated  at  4.7  billion  dollars,  or  about 
277  million  dollars  more  than  the  amount  owned  by  farmers  a  year 
earlier.11     Purchases  of  savings  bonds  by  farmers  during  1947  are 

"The  estimates  of  United  States  savings  bonds  owned  by  farmers  have  been 
revised  on  the  basis  of  more  complete  data  on  redemptions  recently  obtained 
from  the  Treasury  Department.  Such  data  indicate  that  redemptions  by  farmers 
have  been  at  about  two-thirds  the  rate  for  the  whole  population.  Previously,  it 
had  been  assumed  that  redemptions  by  farmers  were  at  about  one-third  of  such 
rate. 
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estimated  at  about  675  million  dollars,  accrued  interest  on  savings 
bonds  held  by  farmers  at  67  million  dollars,  and  bonds  cashed  by 
farmers  at  about  465  million  dollars. 

Farmers'  holdings  of  United  States  savings  bonds  rose  rapidly 
from  less  than  250  million  dollars  at  the  beginning  of  1940  to  about 
4.5  billion  dollars  on  January  1,  1946  (table  17).  During  each  of  the 
years  1943  and  1944,  farmers  added  more  than  1  billion  dollars  to 
the  value  of  their  holdings  of  savings  bonds.  The  increase  contin- 
ued through  1945,  although  the  amount  of  the  increase  that  year 
dropped  below  800  million  dollars.  In  1946  the  trend  was  reversed 
when  farmers  cashed  more  bonds  than  they  bought.12  The  increase 
for  1947  indicates  a  resumption  of  net  investment  by  farmers  in  sav- 
ings bonds. 

Regional  estimates  of  savings  bonds  bought  by,  and  redeemed  for, 
farmers  have  been  prepared  only  for  bonds  of  series  A  through  E. 
The  estimates  for  these  series  show  that  purchases  by  farmers  were 
largest  during  1947,  as  during  other  recent  years,  in  the  Corn  Belt, 
Great  Plains,  and  Appalachian  States  (table  18).  Smallest  pur- 
chases were  in  the  Mountain,  Delta,  Southeastern,  and  Pacific 
States.  Redemptions  for  farmers  were  distributed  in  much  the  same 
order  as  farmers'  purchases  (table  19).  The  Great  Plains  States 
have  ranked  high  in  purchases  and  low  in  redemptions,  however. 
During  1947,  purchases  of  series  E  bonds  by  farmers  exceeded  redemp- 
tions for  farmers  of  series  A  through  E  bonds  in  all  regions  except  the 
Northeast,  Southeast,  Delta,  and  Pacific. 

Table  17. — Farmer-owned,  United  States  savings  bonds:  Amount  held,  purchases, 
■interest  accrued,  and  redemptions,  United  States,  1940-481 


Year 

Amount 
held  at 

beginning 
of  year 

Purchases 

during 

year 

Interest 

accrued 

during 

year 

Redemp- 
tions 
during 

year 

1940           

Million 

dollars 

249 

352 

511 

1,159 

2,327 

3,702 

4,476 

4,468 

4,745 

Million 

dollars 

108 

163 

663 

1,266 

1,600 

1,182 

530 

675 

Million 

dollars 

5 

7 

9 

13 

26 

44 

58 

67 

Million 
dollars 

10 

1941  -.     

11 

1942                                                    

24 

1943                                                

110 

1944 

251 

1945                                                      

452 

1946                              

596 

1947 

465 

1948                                         

1  Includes  bonds  of  series  A  through  G. 


Table  18. — United  States  savings  bonds:  Estimated  cost  of  series  D 
bought  by  farmers,  by  regions,  1940  and  1946-47 

and  E  bonds 

Region  ' 

1940 

1946 

1947 

Region  ' 

1940 

1946 

1947 

Northeast       

Million 
dollars 

12 
12 

5 
16 
29 

5 

Million 
dollars 

44 
59 
27 
49 
115 
25 

Million 
dollars 

41 
63 
26 
62 
164 
26 

Great  Plains  .. 

Million 
dollars 

10 

8 
4 

Million 
dollars 

59 
33 
18 
27 

Million 
dollars 

95 

Appalachian 

Texas-Oklahoma    .. 

51 

Southeast    . 

25 

Lake  States    ..          

Pacific  .. 

27 

United  States 

Delta  States 

108 

456 

580 

For  names  of  si -lies  within  regions,  see  (able  11,  page  17. 


"The  Balance  Sheet  of  Agriculture  for  1946  (3)  shows  an  estimated  increase 
in  farmers'  holdings  of  savings  bonds  whereas  the  revised  data  indicate  a  reduc- 
tion. 
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Table  19. — United  States  savings  bonds:  Estimated  amount  of  series  A  through 
E  bonds  redeemed  for  farmers,  by  regions,  1945-47 


Region  i 

1945 

1946 

1947 

Region  ' 

1945 

1946 

1947 

Northeast     ... 

Million 
dollars 

40 
66 
40 
47 
91 
35 

Million 
dollars 

52 
81 
45 
61 
120 
44 

Million 
dollars 

44 
62 
34 
48 
95 
32 

Great  Plains 

Million 
dollars 

27 
48 
1.5 
37 

Million 
dollars 

42 
65 
26 
48 

Million 
dollars 

35 

Appalachian...  ._. 

Texas-Oklahoma 

44 

Southeast. 

Mountain 

Pacific 

19 

Lake  States 

38 

United  States 

Delta  States 

446 

584 

451 

1  For  names  of  States  within  regions,  see  table  11,  page  17. 

The  Federal  Reserve  survey 13  of  liquid-asset  holdings  indicated  that 
early  in  1948  about  57  percent  of  the  spending  units  headed  by  farm 
operators  possessed  no  savings  bonds  of  series  A  through  F  (the  dis- 
count bonds).  About  25  percent  of  such  spending  units  held  savings 
bonds  amounting  to  less  than  $500,  about  12  percent  amounts  ranging 
from  $500  to  $2,000,  and  about  6  percent  amounts  of  $2,000  or  more. 
This  distribution  for  spending  units  headed  by  farm  operators  closely 
resembles  the  distribution  for  all  spending  units. 

The  Federal  Reserve  figures  indicate  a  considerable  reduction  in 
the  percentage  of  all  spending  units  of  the  country  that  held  savings 
bonds  (series  A  through  F)  from  early  1946  to  early  1948.  The  reduc- 
tion occurred  in  the  percentage  of  spending  units  holding  less  than 
$2,000  worth  of  bonds.  The  percentage  of  those  holding  $2,000  or 
more  increased  slightly.  No  1946  data  for  spending  units  headed  by 
farm  operators  are  available  but  it  is  not  unlikely  that  there  was  the 
same  tendency  among  farmers. 

IMPROVEMENTS    IN    LIQUIDITY    OF    FARMERS 

Bank  deposits  and  currency  held  by  farmers  have  increased  from 
about  3.9  to  about  15.6  billion  dollars  since  1940.  Such  assets  in  that 
year  were  equal  to  about  7  percent  of  all  farm  assets  and  to  about  39 
percent  of  the  farm  debt.  By  1948  they  had  increased  to  about  13 
percent  of  all  farm  assets  and  to  172  percent  of  the  amount  of  the  farm 
debt.  When  farmers'  holdings  of  savings  bonds  are  added  to  their 
holdings  of  deposits  and  currency  the  improvement  is  even  greater. 
The  total  of  these  liquid  holdings  increased  from  about  4.1  billion 
dollars  in  1940  to  20.3  billion  dollars  in  1948,  or  from  about  8  to  17 
percent  of  the  total  farm  assets  and  from  about  41  to  224  percent  of 
the  farm  debt. 

The  Federal  Reserve  survey  indicates  that  early  in  1948  about  28 
percent  of  the  spending  units  headed  by  farm  operators  had  no  liquid 
assets  of  the  kind  covered  by  the  survey.14  These  include  all  securities 
of  the  Federal  Government,  checking  and  savings  accounts  at  banks, 
accounts  at  savings  and  loan  associations  and  credit  unions,  and  postal 
savings  accounts.  Currency  holdings  are  not  included.  About  22  per- 
cent of  the  spending  units  headed  by  farm  operators  had  liquid  assets 
of  the  above  types  amounting  to  less  than  $500,  about  27  percent  had 
from  $500  to  $1,999  of  such  assets,  about  12  percent  had  amounts 

13  See  footnote  9,  page  26. 

14  Unpublished  data. 
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ranging  from  $2,000  to  $4,999,  and  about  11  percent  had  $5,000  or  more 
of  such  assets.  Farm-operator  spending  units  on  the  average  held 
somewhat  larger  amounts  of  liquid  assets  than  other  spending  units. 
The  average  holding  (median)  early  in  1948  for  farm  operators  was 
$480  compared  with  $350  for  all  spending  units.15 

farmers'  investment  in  cooperative  associations 

Farmers'  cooperative  associations  are  of  many  types  and  sizes,  rang- 
ing from  small  locals  which  render  a  single  service  to  large  enterprises 
with  manifold  activities. 

The  net  worth  of  the  associations — or  such  part  thereof  as  may  be 
owned  by  farmers — is  taken  as  the  measure  of  the  farmers'  financial 
interest  in  the  associations.  This  method  of  measurement  is  not  in- 
tended to  imply  that  the  farmer  members  could  immediately  realize 
an  amount  equal  to  the  net  worth  of  the  associations  by  withdrawing 
from,  or  disposing  of  their  interests  in,  the  associations.  It  merely 
recognizes  the  "going-concern"  value  of  their  interests  in  the  associa- 
tions. As  a  matter  of  practice,  some  associations  issue  no  stock;  in 
cases  where  stock  is  issued,  the  redemption  or  transfer  value  often 
does  not  exceed  the  par  value,  regardless  of  the  book  value  of  the  stock. 
Moreover,  the  reserves  of  the  associations  are  usually  not  withdrawable 
as  they  are  required  to  meet  the  continuing  needs  of  the  associations. 

The  net  worths  of  the  cooperative  associations  for  which  data  are 
available,  or  estimates  have  been  made,  totaled  about  1.9  billion  dollars 
on  January  1,  1948  (table  20).  This  is  about  17  percent  more  than 
the  amount  estimated  for  January  1,  1947,  and  about  2.3  times  the 
estimate  for  January  1,  1940. 


Table  20. 


-Farmers'  financial  interest  in  selected  types  of  cooperatives,  United 
States,  Jan.  1, 1940  and  1947-48 


Type 

1940 

1947 

1948 

Marketing  associations1... _..  . 

Million 
dollars 

256 

74 

23 

197 

42 

(8) 

31 
203 

Million 
dollars 
'513 
2  296 
23 
2  390 
78 
(8) 

77 
2  258 

Million 
dollars 

3  575 

Purchasing  associations  i .  .  _. ...     ... 

3  368 

Farmers' mutual  telephone  companies  * 

Farmers' mutual  irrigation  companies  s 

23 

3  441 

Farmers'  mutual  fire  insurance  companies  6 

3  85 
56 

Production  credit  svstem »..     ...  ....     .  ...  .  ._ 

90 

Land  bank  system  i" . 

3  278 

Total 

826 

2  1,635 

1,916 

1  Net  worth.  Bureau  of  Agricultural  Economics  estimates  based  on  data  accumulated  by  Farm  Credit 
Administration. 

2  Revised. 

3  Preliminary. 

*  Investment  in  plant  and  equipment  minus  borrowcdfcnoney.  Figure  used  for  each  date  is  that  for  Jan. 
1,  1938.     Census  of  Electrical  Industries,  1937,  (6). 

»  Net  worth.  Figure  for  .Tan.  1, 1940,  from  Census  of  Irrigation  of  Agricultural  Lands,  1940  (7);  figures  for 
later  dates  estimated  by  Bureau  of  Agricultural  Economics  on  basis  of  changes  in  net  worth  of  other  co- 
operatives. 

8  Surplus  and  reserves.  Data  for  1940  from  Farm  Credit  Administration;  data  for  later  years  from  Bureau 
of  Agricultural  Economics. 

7  Data  from  Rural  Electrification  Administral  ion. 

8  Not  available. 

0  Net  worth  excluding  capital  owned  by  Production  Credit  Corporations.  Data  from  reports  of  Farm 
Credit  Administration. 

10  Net  worth  excluding  capital  and  surplus  paid  iulo  Federal  land  banks  by  Federal  Government.  Esti- 
mates based  on  reports  of  Farm  Credit  Administration. 


"The  larger  average  holdings  of  farmers  may  result  in  part  from  the  fact  that 
farmers  require  liquid  assets  for  both  business  and  personal  use.  This  is  nof, 
true  of  spending  units  headed  by  wage  and  salary  earners. 
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OTHER  INVESTMENTS  OF  FARMERS 

Few  data  are  available  on  farmers'  investments  in  State  and  munic- 
ipal bonds  corporate  securities,  other  business  enterprises,  city  real 
estate,  or  other  nonf arm  property.  Even  if  complete  data  were  avail- 
able, it  is  probable  that  a  considerable  part — perhaps  the  greater  part 
of  some  of  them — should  be  omitted  from  the  balance  sheet  of  agricul- 
ture. This  is  so  because  the  balance  sheet  aims  primarily  to  show 
items  involved  in,  and  necessary  to,  the  enterprise  of  farming,  rather 
than  the  total  assets  and  liabilities  of  persons  engaged  in  agriculture. 
In  practice  it  is  often  not  possible  to  make  this  distinction,  as  there  is 
no  way  to  divide  some  assets  so  that  the  parts  unnecessary  to  farming 
can  be  eliminated.  This  is  as  true  of  the  bank  deposits  and  savings 
bonds,  the  total  amount  of  which  has  been  included  in  the  balance  sheet 
of  agriculture,  as  of  some  of  the  other  types  of  assets  noted  above,  for 
which  no  estimates  have  been  included.  As  a  general  rule,  the  liquid 
assets  held  and  needed  by  farmers  as  working  capital  and  reserves 
against  contingencies  are  properly  included  in  the  balance  sheet  of 
agriculture,  whereas  considerable  parts  of  the  other  nonfarm  invest- 
ments of  farmers  probably  should  be  excluded. 

The  Claims 

The  legal  claims  or  interests  reported  in  the  balance  sheet  of  agri- 
culture are  divided  into  two  general  classes — the  liabilities  which 
represent  the  interests  of  creditors,  and  the  equities  which  represent 
the  interests  of  operators  and  landlords  in  the  assets  of  agriculture. 

THE   LIABILITIES 

The  interests  of  creditors  fall  into  two  well-defined  classes — farm 
real  estate  debt  which  is  usually  incurred  in  connection  with  the  acqui- 
sition of  farms,  and  non-real-estate  debt  which  is  normally  incurred 
to  finance  production  or  storage  of  farm  products  or  to  finance  the 
acquisition  of  equipment  or  supplies  for  the  farm  or  farm  home. 

FARM  REAL  ESTATE  DEBT 

For  the  second  consecutive  year,  farm-mortgage  debt  for  the  United 
States  as  a  whole  increased  over  the  amount  outstanding  a  year  earlier. 
The  total  on  January  1,  1948  was  estimated  at  4,882  million  dollars, 
or  about  104  million  dollars  above  what  it  had  been  at  the  beginning 
of  1947  (table  21).  This  increase  of  2.2  percent  was  only  slightly 
greater  than  the  1946  increase  of  2.0  percent  which  reversed  the  previ- 
ous long-time  downward  trend.  The  rise  in  debt  during  both  1946 
and  1947,  however,  was  relatively  small  compared  with  the  increases 
that  took  place  during  some  of  the  years  immediately  after  World  War 
I — debt  expanded  to  an  all-time  peak  of  10,786  million  dollars  in  1923. 

A  falling  off  in  principal  repayments  seems  to  have  been  the  chief 
factor  in  the  further  rise  in  farm-mortgage  debt  during  1947.  This 
occurred  in  spite  of  the  fact  that  net  farm  income  was  at  the  highest 
level  so  far  reached.     Apparently  less  of  the  income  went  for  the 
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repayment  of  debts  and  more  for  equipment,  improvements,  and 
family  living.  Farm  mortgages  recorded  by  all  types  of  lenders  dur- 
ing 1947  totaled  slightly  less  than  in  1946  but  continued  in  large 
amount.  A  noticeable  drop  in  the  number  of  farm  transfers  partly 
accounted  for  the  smaller  volume  of  recordings.  The  average  size  of 
mortgages  recorded  increased  about  5  percent,  but  the  number 
declined. 

Table  21. — Farm-mortgage  debt:  Total  outstanding  and  amounts  held  oy  princi- 
pal lender  groups,  United  States,  Jan.  1,  1940-48,  with  percentage  change 
1940-48  and  1947-48 


Year 


1940.-. 
1941... 
1942. .. 
1943... 
1944— 
1945-.. 
1946... 
1947... 
1948— 


Total  debt 


1,000  dollars 
6,  586, 399 
6, 491, 435 
6,372,277 
5,  950,  975 
5, 389, 080 
4, 932,  942 
4,  681,  720 
4,  777, 355 
4, 881,  744 


Federal 
land  banks ' 


1,000  dollars 
2, 009, 820 
1, 957, 184 
1, 880,  784 
1,  718,  240 
1,  452,  886 
1,  209, 676 
1, 078, 952 
976, 748 
888, 933 


Federal 
Farm  Mort- 
gage Cor- 
poration i 2 


1,000  dollars 
713.  290 
685, 149 
634, 885 
543, 895 
429,  751 
347, 307 
239,365 
146,  621 
107, 066 


Farmers 
Home 
Adminis- 
tration 3 


1,000  dollars 

4  31,927 

4  65,  294 

^114,533 

4 157,  463 

4 171,  763 

4 193, 377 

4  181,861 

4  189,300 

195, 069 


Life 
insurance 
companies ' 


1,000  dollars 

984,  290 

1, 016, 479 

1,063,166 

1, 042, 939 

986,  661 

933,  723 

884, 312 

890, 161 

936,  730 


Insured 

commercial 

banks 


1,000  dollars 
534, 170 
543,  408 
535,  212 
476,  676 
448, 433 
449,582 
507,  298 
683,229 
793,  476 


Individuals 
and  others 


1,000  dollars 
4  2,312,902 
4  2,  223,  921 
4  2, 143,  697 
4  2,011,762 
4 1, 899,  586 
4  1,  799,  277 
4  1,  789,  932 
4 1, 891,  296 
1,  960,  470 


PERCENTAGE  CHANGE 

1940-48 

Percent 
-25.9 

2.2 

Percent 
-55.8 
-9.0 

Percent 
-85.0 
-27.0 

Percent 
511.0 
3.0 

Percent 
-4.8 
5.2 

Percent 
48.5 
16.1 

Percent 
—15.2 

1947-48 

3.7 

1  Includes  regular  mortgages,  purchase-money  mortgages,  and  sales  contracts. 

2  Loans  held  by  Federal  Farm  Mortgage  Corporation  were  made  on  its  behalf  by  Land  Bank  Com- 
missioner. 

3  Successor  to  Farm  Security  Administration.  Revised  series.  Data  for  1940-41  include  tenant -purchase 
loans.  Thereafter,  data  include  farm-development  (special  real  estate)  loans  beginning  1942;  farm-en- 
largement loans  beginning  1944:  and  project-liquidation  loans  beginning  1945.  Data  also  include  similar 
loans  from  State  Rural  Rehabilitation  Corporation  trust  funds. 

4  Revised. 


The  sharpest  increases  in  farm  real  estate  debt  during  1947  were 
found  in  the  Mountain  and  Southeastern  regions,  where  the  totals  were 
up  13  and  11  percent,  respectively  (table  22).  Increases  in  excess  of 
7  percent  also  were  reported  for  the  Appalachian  and  Pacific  regions. 
Three  States — New  Mexico,  Nevada,  and  Delaware — had  debt  in- 
creases of  more  than  20  percent  (fig.  5).  The  Great  Plains  and  the 
Corn  Belt  continued  to  report  declines;  their  outstanding  mortgage 
debt  dropped  about  9  and  4  percent,  respectively.  Debt  declined  more 
than  10  percent  in  South  Dakota.  Nebraska,  and  Iowa. 

The  farm  real  estate  debt  on  January  1,  1948  was  still  26  percent 
below  the  total  outstanding  in  the  prewar  year  1940.  In  1946,  when  the 
farm-mortgage  debt  was  lower  than  in  any  other  year  since  before 
World  War  I,  it  was  29  percent  below  the  1940  figure.  Repayments 
were  particularly  large  during  1942,  1943,  and  1944.  when  farm  in- 
comes were  climbing  to  record  figures  and  equipment  and  other  sup- 
plies were  not  readily  available.  The  year  1946  appears  to  have  been 
another  turning  point  in  the  long-time  trend  of  farm-mortgage  debt, 
which  had  been  declining  almost  continuously  since  1923. 
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PERCENTAGE  CHANGE  IN  OUTSTANDING  FARM-MORTGAGE 


UNITED  STATES 
2  2   PERCENT  INCREASE 


PERCENT 

INCREASE 

10.0  and  over 
5.0-9.9 

0.0-4.9 
DECREASE 

0.0-4.9 
QH3  5.0-9.9 
l::'.-:-|10.0  and  over 


BAE  4674  7 

Figure  5. — The  farm-mortgage  debt  for  the  country  as  a  whole  increased  again 
during  1947,  but  the  change  in  debt  for  individual  States  varied  considerably. 
Percentage  increases  were  greatest  in  the  Mountain  and  Southeastern  regions. 
In  the  Great  Plains  and  certain  of  the  Corn  Belt  and  Lake  States  the  debt 
continued  to  decline ;  in  South  Dakota,  Nebraska,  and  Iowa,  it  was  down  more 
than  10  percent. 

Table   22. — Farm-mortgage   debt:   Total   outstanding,    by   regions,   January   1, 
1940-48,  with  percentage  change,  1940-48  and  1941-48 x 


Year 

United 

North- 

Appa- 

South- 

Lake 

Corn 

Delta 

Great 

Texas 
Okla- 
homa 

Moun- 

Pacific 

States 

east 

lachian 

east 

States 

Belt 

States 

Plains 

tain 

1,000 

1,000 

1,000 

1,000 

1,000 

1,000 

1,000 

1,000 

1,000 

1,000 

1,000 

dollars 

dollars 

dollars 

dollars 

dollars 

dollars 

dollars 

dollars 

dollars 

dollars 

dollars 

1940. .. 

6,586,399 

522, 654 

440,838 

247, 945 

907,  234 

1, 829, 261 

227,  979 

863, 010 

585, 425 

357, 190 

604,863 

1941... 

6, 491, 435 

510, 336 

443, 924 

251, 435 

902,  547 

1, 804, 035 

232, 196 

822, 350 

579,  857 

3.53, 808 

590, 947 

1942... 

6, 372, 277 

496, 033 

438, 312 

255,895!  886,280 

1,  780, 175 

232,  9.50 

794,  622  j  575,975 

343,  773 

568,262 

1943... 

5, 950,  975 

471,  200 

405,  623 

242, 394 

834,  605 

1,  659,  431 

220,  578 

739,433    536,108 

313, 430 

528, 173 

1944... 

5,389,080 

436, 388 

373,  294 

224,  445 

762, 151 

1, 488,  346 

206, 318 

649,858    485,321 

279,  014 

483, 945 

1945... 

4, 932, 942 

408,653 

348,  477 

200,  811 

711,  701 

1, 337, 346 

195,  509 

565,9581  440,138    262,291 

462, 058 

1946... 

4,  681,  720 

394, 048 

350, 469 

205,  075 

662,  456 

2 1,236,  667 

206, 945 

495,139  2  410,863  j  2  259,790 

460,268 

1947. . . 

4,  777, 355 

418,  057 

384,  262 

230, 331 

656, 949 

2  1,185,526 

227,  645 

2  465,904 

2  428,588  2  284,530 

495,  563 

1948... 

4, 881,  744 

437, 031 

415,  978 

255, 671 

662, 366 

1, 138,  975 

242,  680 

425,  948 

447,842   322,004 

533,  249 

PERCENTAGE  CHANGE 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

1940-48. . 

-25.9 

-16.4 

-5.6 

3.1 

-27.0 

-37.7 

6.4 

-50.6 

-23.5 

-9.9 

-11.8 

1947-48.. 

2.2 

4.5 

8.3 

11.0 

.8 

-3.9 

6.6 

-8.6 

4.5 

13,2 

7.6 

1  For  names  of  States  within  regions,  see  table  11,  p.  17. 
3  Revised. 


Measured  from  1940  levels,  farm  real  estate  debt  on  January  1, 
1948  was  lower  in  all  regions  except  the  Southeastern  and  Delta  States. 
Debt  dropped  the  most  in  the  Great  Plains  and  the  Corn  Belt,  where 
the  total  was  reduced  51  and  38  percent,  respectively,  during  the  8- 
year  period.  In  the  Lake  States  and  Texas-Oklahoma  area,  it  de- 
creased more  than  20  percent.     Farm-mortgage  debt  increased  about 
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6  percent  in  the  Delta  States  and  3  percent  in  the  Southeast,  between 
1940  and  1948.  Individual  States  reporting  large  changes  during  this 
period  were  Illinois,  Iowa,  North  Dakota,  South  Dakota,  Nebraska, 
and  Kansas,  where  debt  declined  more  than  40  percent,  and  New  Mexico 
and  Florida,  where  debt  increased  52  and  27  percent,  respectively. 

Even  though  the  dollar  amount  of  farm-mortgage  debt  for  the 
United  States  as  a  whole  again  increased  moderately  during  1947,  the 
amount  expressed  as  a  percentage  of  the  value  of  all  farms  declined 
further  as  farm  real  estate  values  continued  to  rise.  At  the  beginning 
of  1948,  the  debt  was  equal  to  7.8  percent  of  the  value  of  all  farms, 
compared  with  8.2  percent  in  1947  and  approximately  20  percent  in 
1940.  In  1933  a  high  of  about  28  percent  was  reached.  These  favor- 
able over-all  ratios  for  recent  years  obscure  the  fact  that  many  in- 
dividual farm  owners  have  obligations  that  represent  a  substantial 
proportion  of  the  value  of  their  farms. 

In  general,  the  increase  in  farm-mortgage  debt  during  the  last  2 
years  has  been  in  the  loans  held  by  the  private  lender  groups.  But 
even  before  the  recent  upturn  in  total  debt,  the  loans  of  private  lenders 
accounted  for  an  increasingly  larger  proportion  of  the  total.  Conse- 
quently, by  the  beginning  of  1948,  insurance  companies,  banks,  in- 
dividuals, and  miscellaneous  lenders  held  76  percent  of  all  outstanding 
farm  real  estate  loans,  whereas  in  1940  they  held  only  58  percent. 
Of  the  federally  sponsored  agencies,  only  the  Farmers  Home  Ad- 
ministration has  increased  its  outstanding  loans  since  1940.  The 
Federal  land  banks  and  Federal  Farm  Mortgage  Corporation  have 
reported  a  smaller  amount  of  outstanding  loans  each  year,  and  to- 
gether they  accounted  for  only  about  20  percent  of  all  loans  in  1948 
compared  with  41  percent  in  1940. 

Interest  charges  payable  on  farm-mortgage  debt  increased  during 
1947  for  the  first  time  since  1922.  For  1947  they  were  estimated  at 
222  million  dollars  compared  with  216  million  dollars  in  1946  and  293 
million  dollars  in  1940.  Although  interest  rates  in  general  have  shown 
some  tendency  to  strengthen,  there  has  been  little  change  during  the 
last  few  years  in  farm-mortgage  interest  rates.  The  volume  of  out- 
standing debt  has  been  the  chief  determinant  in  the  trend  of  interest 
charges.  Increases  in  the  average  rates  for  all  loans  have  resulted 
mainly  from  a  higher  proportion  of  loans  held  by  high-rate  lenders. 
The  weighted  average  for  all  lenders  as  of  January  1,  1948  was  esti- 
mated at  4.6  percent,  or  the  same  as  for  both  1946  and  1947  and  for 
1940.  During  the  1941-45  period  the  average  went  as  low  as  4.4 
percent,  partly  because  of  the  temporarily  reduced  rates  charged  on 
loans  of  the  Federal  land  banks  and  Federal  Farm  Mortgage 
Corporation. 

NON-REAL-ESTATE    DEBT 

The  non-real-estate,  or  "short-term,"  debt  of  farmers  rose  further 
during  1947  to  a  total  of  about  4.1  billion  dollars  on  January  1,  1948.16 
This  amount  is  about  17  percent  above  the  3.5  billion  outstanding  a  year 
earlier  and  about  46  percent  above  the  amount  outstanding  2  years 
earlier,  shortly  after  the  end  of  the  war. 

"This  amount  excludes  the  nonrecourse  loans  held  or  guaranteed  by  the  Com- 
modity Credit  Corporation  which  are  treated  separately  at  the  end  of  this  section. 


1948  35 

Farmers'  non-real-estate  debts  expanded  gradually  from  the  middle 
of  the  1930's  to  the  beginning  of  World  War  II.  They  reached  a  total 
of  more  than  3.5  billion  dollars  on  January  1, 1942  but  despite  increased 
production  and  rising  costs,  such  debts  had  declined  to  about  2.7  billion 
dollars  by  January  1,  1945.  This  was  partly  because  of  shortages  of 
automobiles,  trucks,  farm  machinery,  and  other  goods  that  farmers 
often  buy  on  credit.  During  1945  and  1946  farmers'  non-real-estate 
debts  again  rose  to  the  amount  outstanding  at  the  beginning  of  the 
war,  and  the  further  increase  during  1947  has  raised  them  to  the  highest 
point  since  the  early  thirties.  The  postwar  increase  in  farmers'  non- 
real-estate  debts  is  believed  to  have  resulted  primarily  from  greater 
purchases  of  goods  that  were  scarce  during  the  war. 

The  non-real-estate  loans  to  farmers  held  by  commercial  banks  and 
the  federally  sponsored  credit  agencies  (excluding  loans  made  or 
guaranteed  by  the  Commodity  Credit  Corporation)  amounted  to  2.3 
billion  dollars  on  January  1,  1948  or  nearly  18  percent  more  than  the 
amount  held  a  year  earlier  (fig.  16) .  Those  held  by  commercial  banks 
amounted  to  1.6  billion  dollars  or  24  percent  more  than  a  year  earlier 
(table  23) .  Loans  of  the  production  credit  associations  and  discounts 
of  the  Federal  intermediate  credit  banks  for  private  financing  agencies 
(also  excluding  Commodity  Credit  Corporation  guaranteed  loans) 
amounted  respectively  to  289  million  dollars  and  38  million  dollars  on 
January  1,  1948.  These  amounts  reflect  increases  of  26  percent  and 
20  percent,  respectively,  over  the  totals  outstanding  a  year  earlier. 

The  non-real-estate  loans  to  farmers  of  two  Federal  agencies,  how- 
ever, declined  during  1947.  Those  of  the  Farmers  Home  Administra- 
tion declined  from  402  million  dollars  to  371  million  dollars.  Loans 
of  the  Regional  Agricultural  Credit  Corporation  dropped  from  2.6 
million  dollars  on  January  1,  1947  to  1.9  million  dollars  on  January 
1, 1948. 

Other  important  sources  of  credit  for  farmers  are  mechants,  dealers, 
finance  companies,  and  individuals.  Farmers'  non-real-estate  debts  to 
such  lenders  are  believed  to  have  increased  from  about  1.5  billion  dol- 
lars on  January  1, 1947  to  about  1.8  billion  dollars  on  January  1, 1948. 
This  20-percent  increase  takes  account  of  the  sharp  expansion  of  in- 
stallment credit  that  occurred  in  1947. 

The  loans  of  the  principal  lending  agencies  (excluding  the  Commod- 
ity Credit  Corporation  guaranteed  loans)  showed  little  change  in  the 
country  as  a  whole  from  January  1, 1943  to  January  1, 1946.17  During 
these  years,  however,  substantial  increases  in  such  loans  to  farmers  oc- 
curred in  most  of  the  Northeast  and  Western  States,  whereas  there 
were  decreases  in  most  of  the  other  States.  The  sharp  upturn  of  such 
loans  to  farmers  for  the  country  as  a  whole  in  1946  reflected  increases 
in  all  regions  and  nearly  all  States.  The  largest  percentage  increases 
were  in  the  Northeast,  Appalachian,  and  Pacific  regions.  Similarly, 
the  further  expansion  of  non-real-estate  loans  to  farmers  by  the  prin- 
cipal lending  agencies  in  1947  was  shared  by  nearly  all  States.  The 
only  region  failing  to  show  an  increase  during  1947  comprised  the 
Delta  States  of  Mississippi,  Arkansas,  and  Louisiana.  Greatest  per- 
centage increases  during  1947  were  in  the  Northeast  and  Mountain 
regions. 


17  Loans  guaranteed  by  the  Commodity  Credit  Corporation  can  be  excluded  by 
States  and  regions  only  for  the  period  beginning  January  1,  1943. 
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ry>  Regional  ag.-cr.  corporations  and  Farmers  Home  Adr 
f/f  a  (includes  emergency  crop  and  feed  loans) 

Production  credit  associations  and  Federal  intermediate 
credit  bank  discounts  from  other  lenders  
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FIGURE  6.— SHORT-TERM  AGRICULTURAL  LOANS  HELD  BY  ACTIVE  COMMERCIAL 
BANKS,  FEDERAL  AND  FEDERALLY  SPONSORED  AGENCIES,  UNITED  STATES,  JAN- 
UARY 1,  AND  JULY  1,  1910-48.  (EXCLUDES  NONRECOURSE  COMMODITY  LOANS 
HELD  OR   GUARANTEED   BY  CCC.) 


During  and  immediately  following  World  War  I  short-term  loans  of  banks  in- 
creased rapidly.  The  trend  of  such  loans  during  the  World  War  II  period  indi- 
cated no  similar  increase  in  such  debt.  Not  until  after  the  war  was  there  any 
pronounced  increase  in  borrowing  and  this  has  been  relatively  small  compared 
with  that  which  followed  World  War  I.  Since  the  early  thirties  the  federally 
sponsored  agencies  have  made  a  substantial  proportion  of  the  short-term  agri- 
cultural loans. 

THE    EQUITIES    OF    PROPRIETORS 

The  equities  or  claims  of  proprietors  in  the  assets  shown  on  the  bal- 
ance sheet  totaled  113  billion  dollars  on  January  1,  1948,  or  about  11 
percent  more  than  the  amount  a  year  earlier.  During  the  8  years  cov- 
ered by  the  balance  sheet,  such  equities  increased  69  billion  dollars.  Of 
this  increase,  51  billion  dollars  were  accounted  for  by  increases  in  the 
value  of  physical  assets,  17  billion  dollars  by  increases  in  the  value  of 
financial  assets,  and  1  billion  dollars  by  reduction  of  debts. 

"Proprietors"  include  both  owner-  and  tenant-operators  and  non- 
operating  landowners.  It  appears,  from  very  rough  computations 
based  chiefly  on  the  1940  and  1945  Censuses  of  Agriculture,  that  the 
equities  of  farm  operators  in  the  assets  listed  in  the  balance  sheet  were 
about  58  billion  dollars  in  1945  as  compared  with  about  30  billion  in 
1940.  The  equities  of  nonoperators  in  these  years  appear  to  have  been 
about  22  billion  and  14  billion,  respectively.  Thus  the  equities  of  farm 
operators  appear  to  have  increased  more  rapidly  than  those  of  non- 
operators. 

These  figures  do  not  mean,  as  might  be  assumed,  that  nonoperating 
landowners  fared  less  well  than  farm  operators  during  1940-45.  On 
this  point  these  figures  throw  no  light.  The  primary  cause  of  the 
smaller  increase  of  nonoperators'  equities  was  the  transfer  of  a  sub- 
stantial acreage  of  farm  real  estate  located  in  areas  of  relatively  high 
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land  values  from  nonoperator  to  operator  ownership.  The  transfer 
of  this  land  reduced  the  proportion  of  the  total  value  of  farm  real 
estate  that  was  owned  by  nonoperators  and,  it  is  believed,  also  resulted 
in  a  reduction  in  the  proportion  of  the  value  of  farm  machinery  and 
livestock  that  they  owned.  Because  the  balance  sheet  presumably  does 
not  show  the  liquid  assets  of  nonoperating  owners  of  farms,  which 
must  have  been  substantially  increased  by  such  transfers,  equities  of 
farm  operators  in  the  total  assets  listed  in  the  balance  sheet  increased 
more  rapidly  than  those  of  nonoperators. 
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